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Biggest snowstorm
for decades hits
US air traffic
The largest snowstorm in decades has hit the
eastern US. The National Weather Service predicted
up to 30 inches t.76cm) of snow for the area around
Washington DC. which bore the brunt of the storm,
ana said zero visibility had virtually closed traffic
by am along the east coast corridor. Blizzard warn-
ings were issued from western Virginia to New
York, including parts of Delaware. Pennsylvania
and Maryland.

Intel admits chip speed error; The world's
largest chip manufacturer Intel said it was “truly
sorry” for false results that overstated the perfor-
mance of some of its newest Pentium chips by
about 10 per cent Page 21

London exchange faces more conflict: The
London Stock Exchange faces further conflict over
trading reforms as investment banks prepare to
block a choice of methods for trading shares. The
row follows last week's dismissal of the exchange's
chief executive Michael Lawrence. Page 20

Arafat accuses Israels PLO chairman Yasser
Arafat accused Israel of Friday's killing of the
Hamas militant Yahya Ayyash, calling it a violation
of the Israell-PLO peace agreement.

Ilinee share UK lottery Jackpot: Nine out of
10 UK adults took part in the country's National
Lottery on Saturday, in search of a share of the
record £42m ($64.7m) jackpot Three tickets will
share the biggest prize. Page 5

IIS product liability awards cut: US juries

have been awarding considerably smaller amounts
to people who claim to have been harmed by defec-
tive products. Page 4

Goldman Sadis, the investment bank, is close to
baying AMF. the US’s biggest operator of bowling
alleys. Page 23

Seven kflBed in Karachi blast

Seven people were killed and 35 injured when a
bomb exploded on a bus in the southern Pakistani

city of Karachi, police said. Doctors said the death
toll could rise. Sindh province chief minister Abdul-

lah Shah blamed unspecified terrorists.

Japan may seek Airbus design review:
Japan is expected to request a review of the design

of the Airbus A300-600. following an investigation

into a 1994 China Airlines crash in which 264 people

died, according to the Japanese national daily, the

Yomluri Shimbun. Page 3

Indian MB confirms April poll: P.V. Narisimha

Rao, India's prime minister, said he would “defi-

nitely" take the country to the polls in April,

though a ffaai date remained to be fixed. Page 3

Brazil buyer for faded bank: Brazil’s Banco

Excel has reached an agreement in principle to

acquire Banco EconCmico, which last year nearly

collapsed. Page 4

Granada considers next Forte bid move:
UK leisure group Granada will decide today how to

continue its £&3bn ($5.1bn) hostile takeover battle

for Forte, the UK’s largest hotels group. The most

likely move seems to be a rise in the bid. Page 21

China silent on U visas China has given no

response to the US decision to issue a transit visa to

Li Yuan-zu, Taiwan's vice-president Page 3

Sinn F6Jn accused on murders: Sinn F6in.

political wing of the IRA, was accused by UK prime

minister John Major of directing recent murders in

Northern Ireland by a group claiming to be fighting

the drugs trade. Page 5

Lincoln KirstBin, Joint founder ofNew York City

Ballet, has died in New York, aged 87. IBs crowning

achievement was his role in establishing classical

ballet as an American art Obituary, Page 17

European Monetary System: The peseta last

week managed to climb to the top of the EMS grid,

helped by a firmer dollar. The Austrian schilling

also moved above the D-Mark, which was generally

weaker as the dollar rallied. There was little change

to the spread between strongest and weakest cur-

rencies. Currencies, Page 29

January 5. 1996

ta*tJ SA27

Salvan OniZ50

Mgun BW5
Ekijana Lwizaoo

ck»w cam
«f0

Dwmafc DRIB

Egygf ESfl)

ESarta EKr22

Finland WISiSl

Franco FFriiSO

Conor* OUAtO

Qeecu W0Q
HsrgKong HKEO

HOOT ftsao

Mie MZ»
Ma SV5

bad 9*U0
ttf USD
j^jan YW)

Jod* JWJO
Kuk£ R46EO

Lebanon USS1S0

Lu* LFW5

MM8 LpOJBS

McracO! MOtllS

Mb B*75
cigala K*a80

Nomar NK2QQ0
Own ORIS)

P**n »*)
Mppnes Pso50

mam assa
ftnlugHlmln*

Cttr OR13O0
SAata SR72
SncvreSSOO
SovafcFta SkfiS

&Att» man
Spdn PU250

Sweden 9<fC0

SntK SFi370

SfiU SE65JXJ

Tunisia On1.750

TufVsy LTD,COO
UAE cr12.00

Clinton’s budget plan rejected
By Nancy Dunne in Washington

US Republicans yesterday
rejected President Bill Clinton's
latest budget plan, as Mr Robert
Rubin, the US Treasury secre-
tary, warned that without agree-
ment by mid-February he might
be unable to prevent a US debt
default
Mr Clinton’s new plan is based

on proposals by Senate Demo-
crats which Include smaller
cuts than the Republicans are
demanding. Other provisions
include a cut of $102bn from
healthcare programmes for the
elderly, less than half that
requested by Republicans.
The White House said the pres-

ident's plan “dearly shows" that
the budget could be balanced in
seven years using Congressional
Budget Office (CBO) estimates,
without deep cuts in health and
education spending demanded by
the Republicans.

Republicans deride fifth attempt to end
shutdown as Rubin warns of debt default

The plan submitted by Mr Clin-

ton provides for tax cuts of $87bn
over seven years, while the
Republicans are demanding
$245bn in ia« reductions. Senior
Republicans expressed some sat-

isfaction that Mr Clinton had
submitted a balanced budget pro-

posal, but still strongly disagreed
with the details.

Mr Clinton met Republican
leaders on Saturday night and is

expected to hold further discus-

sions with them today, but they
are still far from agreement. On
Saturday, he also signed two bills

that provided for a return to the

public payroll for 760,000 work-
ers.

Mr Tom DeLay, the Republican

whip in the House of Representa-

tives, yesterday derided the presi-

dent's latest plan, his fifth,

although Mr Clinton had com-
plied with congressional
demands for a balanced budget in
seven years using the CBO esti-

mates.
However, the plan called for

$4D0bn more in spending than the
proposed Republican budget, and
demonstrated that Mr Clinton is

“a liberal Democrat who wants to
continue spending”, Mr DeLay
said.

For two months, the Republi-

can-controlled Congress has
refused to pass a measure raising

the limit on a national debt with-

out agreement by the president

to balance the US budget by 2002.

Mr Rubin has only avoided a
default by underinvesting in gov-

ernment i
*1**1"11 fimds.

Mr Rubin, who said the US was
"okay" in servicing debts until

mid-February, insisted yesterday

that he had acted within file law.
to avoid a default dismissed
Republican calls for his impeach-
ment.
He said he would continue to

search for a strategy to avoid
default n*ing mwnw approved by
the Treasury

’

s lawyers: “We have
not yet found a measure that is

fully compliant with all the req-

uisite statutory authorities, but
we are working fUD board to get

us beyond that period.”

The tactics used to avoid a
default have infuriated Republi-

cans, who had expected fiat the

threat would bring the president

to his knees weeks ago. Instead

the longest government shut-
down in history has hurt fire

Republicans’ standing in the

polls.

.

Mr DeLay accused Mr Rubin of
"looting the pensions funds" and
also denied yesterday that the
Republicans had retreated by
approving legislation on Friday
that would allow the government

to reopm until January 26.

- “We haven’t retreated, and we
haven’t caved in," Mr DeLay
said. “We made the president lay

a budget cm file table, he should
have laidout bade in November.”
He said House Republicans had
concluded Mr Clinton did not
really want a balanced budget

Budget analysts. Page 4
Lex, Page 20

Yeltsin draws up
list of candidates

for Kozyrev’s job

Celebration for ANC’s 84th birthda

By John ThomhiH in Moscow

President Boris Yeltsin has
begun the search for a new for-

eign minister whose appointment
is expected to signify a change in

style rather than substance in

Russia's foreign policy.

Observers of the Russian politi-

cal scene have already suggested
several possible replacements,
from the ranks of diplomats, par-

liamentarians and presidential
aides, for Mr Andrei Kozyrev who
resigned on Friday.

Mr Victor Chernomyrdin, the

prime minister, last week held
meetings with the leaders of the
biggest parliamentary factions in

which it is believed he discussed
possible cabinet changes.
However, Mr Yeltsin's spokes-

man has stressed that Mr Kozyr-
ev's departure resulted from his

“mistakes" and did not signify a
shift in Russian foreign policy.

Mr Kozyrev. Mr Yeltsin’s longest-

serving minister, had been critic-

ised by the president in recent
months for not defending Rus-
sian interests mare vigorously.

Nonetheless. Mr Yeltsin's
choice af a successor win be ana-
lysed abroad for clues about the

mood in the Kremlin after the
strong showing of communists
and ultra-nationalists in last

month’s parliamentary elections.

Foreign policy observers
suggested the ideal candidate
must fulfil three functions: com-
mand the trust ofMr Yeltsin, win
the respect of the more nation-

ally minded parliament and
maintain good relations with the

west over issues such as policy

towards the forms- Yugoslavia.

Mr Yeltsin may be tempted to

appoint a relatively colourless

career diplomat, such as Mr Igor

Ivanov, first deputy foreign min-
ister, or Mr Vitaly Churkin,
ambassador to Brussels. Both
these men have spoken for Rus-

sia in negotiations over the fate

of the former Yugoslavia.

Such candidates would be
unlikely to prove offensive to
parliament, but could be closely

controlled by the president. Mr
Yeltsin recently created a foreign

policy council, independent of the
Ministry of Foreign Affairs,

which is expected to play a big-

ger role in developing foreign pol-

icy.

However, the president could
opt for a more influential diplo-

mat who has well-articulated

views about Russia’s interna-

tional role. Some western diplo-

mats have tipped Mr Anatoly
Adamishin, ambassador to the
UK. as a likely replacement
Last year Mr Adamishin was

recalled for talks at Mr Yeltsin’s

holiday home in Sochi, prompt-
ing speculation that he might
play a more prominent role in

Russian foreign policy.

Another candidate of similar
stature and nationalist outlook is

Mr Yuli Vorontsov, ambassador
to the US, who his played an
important role in nuclear disar-

mament talks.

The third option may be for Mr

Continued on Page 20
Cloudy crystal ban. Page 2
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Japanese
coalition

to support

Hashimoto
as new PM
By WHHam Dawkins in Tokyo

Leaders of Japan's three ruling

/waWinn parties are today due to

endorse Mr Ryutaro Hashimoto,

the combative president of the

Liberal Democratic party, as next

prime minister.
This will pave the way far Mr

Hashimoto. who takes a tough
Ktk» against foreign trade pres-

sure, to win the support of parlia-

ment - where the coalition baa a

majority in both houses, in a vote

on Thursday.
The coalition accord, which

also includes the new govern-

ment's policy manifesto, follows

the surprise resignation cm Fri-

day of Mr Tomiichi Murayama,
Japan's socialist leader.

Mr Hashimoto plans immedi-
ately after the vote to announce a

radical cabinet reshuffle designed

to tighten the LDP's grip on gov-

ernment, according to party offi-

cials. Yesterday's pact was made
possible by compromises from
the LDP, tho dominant member
of a disparate coalition which
groups Mr Murayama's Social

Democratic party and the left-

loaning New Harbinger party
(NHP).
Neither of the LDP's two

smaller partners share Mr Hashi-
moto’s eagerness to go to the
polls and file LDP itself is divided

m when to face a general elec-

tion. But both Mr Murayama and
Mir Masayoshi Takemura. leader

of the NHP, acknowledged Mr
Hashimoto as the coalition candi-

date for new leader yesterday.

The LDP also agreed, to satisfy

the NHP, to “make efforts” to

clarify who was to blame for the

near bankruptcy of seven hous-
ing loan mmpaniftfl which have
Had to be Wound up with file

controversial help of at least

Y685hn ($6.7bn) from public

funds.

This is a bolder promise than it

sounds, because the hnn«dng loan
companies were in Mr Hashi-
moto’s charge when he was
finance minister from 1989 to
Z99Z, when their lending to over-

valued property schemes peaked.
The coalition’s decision to hold

on to power will be unpopular.

Continued on Page 20
Coalition sets out agenda. Page 3

Editorial Comment, Page 19

South African president Nelson
Mandela celebrates the 84th
birthday of his ruling African
National Congress with South
African musician Condry
Siqnbu. In his annual policy
statement Mr Mandela called on
his rivals to co-operate in the
transition to maforityrule

Germany’s FDP pledges

tax cuts in fight for survival

r

“IWkadto £ y, taxis,attend

meetings and Jive om snacks for

24 Lours straight.Nowwhat?”

By Peter Norman in Stuttgart

Germany’s small, liberal Free
Democratic party has staked its

political survival on securing an
early cut in income taxes, despite

the risk of conflict with its Chris-
tian Democrat and Christian
Soda! Union partners in the fed-

eral government coalition.

At the party’s traditional new-
year meeting in Stuttgart, Mr
Wolfgang Gerhard t, the FDP
chairman, insisted a start be
made next year on ending the
hated "solidarity surcharge".
This adds 7.5 per cent to income
tax bills to finance restructuring

of the east German economy.
Declaring that Iowa- taxes and

reduced spending were the way
to create Jobs, Mr Gerbardt said

elimination of the surcharge
would be the “decisive signal” for

fostering individual Initiative and
reducing public sector involve-

ment in the German economy.
His words could strain rela-

tions between the FDP, the junior

coalition partner in Bonn, and Mr
Tbeo Waigel. the finance minis-

ter and CSU leader, who yester-

day again ruled out an early cut

in the surcharge. Mr Waigel fetus

that such action could push Ger-

many's budget deficit above the
Maastricht ceiling of 3 per cent of

gross domestic product
However, the FDP has little

option but to pursue distinct poli-

cies, even though they could
bring confrontation.

After 12 state election defeats,

the party is feeing an important
test March 24 when voters in

Baden WUrttemberg, Rhineland
Palatinate and Schleswig Hol-
stein go to the polls, it needs
5 per cent of the votes in each
state to be represented in their

parliaments, but a national opin-

ion poll published in the newspa-
per Die Woche last week gave the

FDP just 3 per cent support
Failure to secure the 5 per cent

needed in one or more of the elec-

tions could renew internal strife

in the party, which last month
saw the resignation of left-of-cen-

tre Us Sabine Leutheusser-
Schnanrenberger from the past of
justice minister in Bonn. A split

CONTENTS

In the FDP could threaten the
coalition of Chancellor Helmut
Kohl, which has a majority of
just 10 seats in the Bundestag,
the lower house ofparliament
The policy of differentiating

the FDP from its coalition part-

ners is the idee ofMr Guido Wes-
terwelle, the party’s ambitious
34-year-old general secretary. At
Saturday's meeting, he poured
scorn, on the CDU and CSU for, in

effect being social democratic
parties while marking out the
FDP as the party of the individ-

ual and small businessmen.
Other speakers also underlined

the PDFs independent status. Mr
Klaus KinkeL the foreign minis-

ter and former FDP leader,

declared that the party would be
loyal to the Bonn coalition but
that its partners should realise it

had its own views and pride.

As if to emphasise the point he
adopted a more strident tone
than usual on several foreign pol-

icy issues. He condemned French
nuclear tests and demanded that

Russian president Boris Yeltsin

halt the war in Chechnya.
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Italy ensures turbulent backdrop for EU
Rome’s presidency of the Union is likely to be hampered by
uncertainty surrounding Dini’s future, writes Robert GrahamT he Italian prime minis-

ter’s office has been
thoughtful enough to

distribute a simple but elegant

diary for 1998.

It contains a list of names
and telephone numbers of all

members of the government,
headed by Mr Lamberto Dini
as prime minister. As the conn-

try's politicians debate the
future of Mr Dini, who ten-

dered his resignation just
before the new year, some
might accuse the prime minis-

ter's office of optimism.
Certainly Mr Jacques Santer,

president of the European
Commission, who meets Mr
Dini in Rome today for the first

formal session of the Italian

presidency of the EU, must be
wondering whether Mr Dini
will be his interlocutor for the

ext six months. Matters will

be unclear for up to two weeks.

Mr Dini has staked his claim

to continue in office - with a
reshuffled cabinet, if necessary'
- on the grounds that he is the

most suitable figure to guide

Italy during the EU presidency,

which rotates every six months
through the 15 member states.

Already he has left his mark

by ensuring his home town of

Florence is the site of the main
council meeting, while Turin,
the native city of Ms Susanna
Agnelli, his foreign minister,

has been chosen to hold the
opening of the intergovern-
mental conference (IGQ.
However, as all the political

leaders admit in private, main-
taining Mr Dini with a stable
government far the duration of

the Ell presidency is merely a
means of postponing the date
of a general election until at

least June.
The EU presidency only

emerged as a factor in domes-
tic politics last autumn. Before
then, most politicians repre-

senting a wide swathe of opin-

ion raised no objection to an
election in February or March.
This would have meant the
first part of the presidency
being taken up with campaign-
ing and the latter half with
farming a government, given

the length of the Italian politi-

cal process.

Even those who now advo-

cate holding elections in June
- principally the centre- left

coalition that has backed Mr
Dini - recognise this means
having a caretaker government
for the latter part of the presi-

dency. Given that parliament

has to be dissolved at least 45
days before an election, there

would be no executive govern-

ment hum early April.

Whatever the scenario it will

be difficult for Mr Dini. or any
other government, not to be
distracted by a turbulent
domestic backdrop. If he is

confirmed in office, Mr Dini, a
fanner director general of the

Bank of Italy, will be the first

on-elected figure to head an
EU presidency.

The preoccupation with
domestic politics has ensured
that Italy has given little

thought at the political level to

any serious initiative daring
the presidency. However, the
bureaucrats have been hard at

work and claim to have pre-

pared the agenda minutely.

Compared with Italy's previ-

ous presidency, rather more
input has come from the prime
minister's office.

This is because the upper
echelons of the foreign minis,

try were left divided by the
experience of Mr Antonio Mar-
tino as minister nnder the 1994

Berlusconi government; Mr
Martino, for the first time,

introduced a strong dose of
Euithscepticism into EU policy.

Mr Dini over the past year has
been concerned to bring Italy

back toward the mainstream.
Thus, despite government

uncertainties, the Italian presi-

dency is unlikely to reflect any
of the Martino era Euro-sceptic

ethos. Furthermore, officials

point out that the absence of

contentious issues on which
decisions have to be taken over
the next six months, combined
with the low-profile presidency
imposed by political uncertain-

ties, will make this a relatively

uncomplicated presidency.

This view is shared by Italy’s

main partners in Brussels.
The main event will be the

opening of the IGC at Turin on
March 2950. It is probably too

late for it to be much more
than a symbolic occasion for a
restatement of faith in the
European ideaL Nevertheless,
the Italian government may
well use the occasion to pro-

duce some fresh ideas on eco-

nomic convergence criteria

which would reflect the coun-
try's problems of compliance
with the current Maastricht
norms by 1998.

Italy is expected to do its

best to carry forward the Medi-

terranean initiatives begun by
the Spanish at Barcelona in

November, the centre-piece of
which was the beginnings of a
free trade zone between the EU
and 12 Middle Eastern and
North African states. The Ital-

ians will also probably raise

the question of immigration
higher up the agenda.

ft is also likely that they will

give more attention to the
question of employment - both

to demonstrate to the Italian

public that Europe cares about

a key domestic issue, and to

give new impetus to the Delors

white paper an jobs competi-
tiveness and growth. This was
prepared under the then Com-
mission president. Mr Jacques

Delors. in 1993 and has since

been gathering dust
Whoever is in government

will have to give urgent atten-

tion to beefing up the foreign

ministry for the presidency.

Although Ms Agnelli, the sister

of retiring Fiat boss Giovanni,

can be arrogant and easily

bored. Italy's partners have no
quarrel with her as minister.

The problem is the need for

the minister to have more help.

In the previous Italian presi-

dency, the foreign minister
was backed by four under-sec-

retaries. At present there are

only two and one of these. Mr
Emanuele Srammarm, an EU
expert, is due soon to become
ambassador to Russia.

Discussion has centred this

week on appointing a deputy
minister with special powers
for the term of the presidency.

Fears over Russian economic reform commitment overshadow loan decision Mostar

IMF peers

into cloudy

crystal ball

R ussia's reform-minded
government ministers

must have celebrated
Orthodox Christinas uneasily

yesterday as they dwelled on
the latest rumours that Presi-

dent Boris Yeltsin was prepar-

ing to ditch some of their most
forceful supporters.

After the surge in support

for communists in last month's
parliamentary elections. Mr
Yeltsin lashed out at ‘‘sabo-

teurs" within the economics
ministry whose mistakes had
undermined the credibility of

reform.

Moscow was abuzz at the

weekend with rumours that Mr
Yeltsin had signed a decree
sacking Mr Yevgeny Yasin, the

liberal economics minister, and
his deputy, Mr Yakov Urinson.
who have provided much of

the intellectual ballast for the

reform agenda.

Mr Yasin denied he was
about to be dismissed, but the

virulence of the speculation

highlights the intensity of the

battle raging for Mr Yeltsin’s

political souL As the removal
l3St week of Mr Andrei
Kozyrev, his ever-loyal foreign

minister, has shown, the calcu-

lating 64-year-old president is

prepared to sacrifice any pawn
to give himself a battling

chance in the endgame for the

presidential elections sched-

uled in June.

There are those within Mr
Yeltsin's entourage who argue
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that he should steal his oppo-

nents’ economic clothes and
halt privatisation, intervene
more actively to support crip-

pled industries and increase

spending on social welfare -

even if it leads to higher infla-

tion. They take it as read that,

health permitting. Mr Yeltsin

will stand for re-election this

year.

Such swirling uncertainties

make it difficult to predict the

course of economic policy with

any confidence. Pity, then, the

International Monetary Fund,
which is in advanced talks

with the Russian government
about releasing one of its big-

gest loans.

Within the next tew weeks
the IMF must deride whether
to continue backing Russian
economic reform with a budget

support loan, known as an
Extended Fund Facility, which
could lead to the phased dis-

bursement of $9bn-$15bn over
the next three years.

The decision could have a
critical impact on the develop-

ment of Russia’s fragile market
economy - and the credibility

of the IMF itselL

Independent economists sug-

gest the successful implemen-
tation of an IMF lending pro-

gramme could entrench the

economic progress the Russian
government has made in 1995

and help spark growth this

year.

But a refusal to grant the

loan would be widely viewed in

Moscow as a massive vote of

no confidence by the west in

Mr Yeltsin.

It could seriously damage
the Russian economy, given
that the government has
already pencilled IMF funds
into its budget plans.

The IMF prides itself on a
reputation for assessing loans
on the basis of economic merit
rather than political hypothe-
sis. Last year, for example, it

had no qualms about agreeing
a $>L3bn loan with Russia while
the conflict in the breakaway
region of Chechnya was still

raging.

Politics are only deemed rele-

vant insofar as they affect the
government's ability to deliver

on its economic commitments.
But doubts may be beginning

to creep in on precisely that

score, given the uncertainty
over whether the ministers

Warsaw
By Christopher Bobinsld
in Warsaw

The National Bank of Poland
(NBP), the country’s indepen-
dent central bank, bas lowered
its two main interest rates by
two percentage points.

The “crawling peg” devalua-
tion of the zloty against a bas-

ket of currencies is also to be
reduced from a monthly i* per
cent to 1 per cent in an attempt
to slow the growth of foreign

currency reserves, which rose

S9bn last year to Slabn.

The decision by the NBP will

be greeted with relief by
Poland's former communist-fed
coalition government, which
has long argued for lower
Interest rates to match falling

inflation

From today the bank's lom-
bard rate, which is designed to
act as a ceiling for the domes-
tic interbank market, will be
an annual 26 per cent while the

tension

‘threat

to peace’
By Lama SBber In Belgrade

Boris Yeltsin at a service to celebrate the Russian Orthodox Christmas in Moscow yesterday ap

Russia: on the brink bearing lefonn fruit
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likely to sign an IMF agree-

ment will remain in place to

implement it - especially if a
communist candidate were to

win the presidency.

“The political situation is

clearly unsettled and that will

make it difficult to make sub-
stantial progress on economic
stabilisation - or even hold the

fort,” says one western econo-
mist
The IMF may gamble on the

fact that Mr Yeltsin has altered

his rhetoric - and even sacri-

ficed government personnel
before - without fundamen-
tally changing policies.

In 1993. far example, the
reformers were alarmed when
Mr Victor Chernomyrdin, a
dour Soviet-style apparatchik,
replaced the free-market Mr
Yegor Gaidar as prime minis-

ter and lashed out at “market
romanticism”. But Mr Cherno-
myrdin has stuck doggedly to a
stabilisation programme that
appears on the brink of bearing
fruit.

The IMF can certainly take
heart from recent economic
indicators:

• The monthly rate of infla-

tion tn 1995 was cut from 17.8

per cent in January to 3.2 per
cent in December and couJd
fall even further this year. The
government estimates every l

percentage point fall in infla-

tion lifts 700.000 people above
the poverty line.

• The central bank has
amassed considerable hard cur-

rency reserves and established

real credibility in holding the
rouble within a narrow band
since summer.
• The 1996 budget, which fore-

casts a budget deficit of less

than 4 per cent of gross domes-
tic product, has been adopted
by parliament earlier than in
previous years.

• Industrial production
appears at last to have bot-
tomed out and in 1996 may reg-
ister its first annual increase
this decade. The OECD is fore-

casting a 2 per cent rise in
gross domestic product this

year - barring any political

reversals.

“Without question, the gov-
ernment has made substantial

progress on the macro-eco-

nomic front." says Mr Charles
Blitzer. chief economist at the
Moscow office of the World
Bank. “The economy is show-
ing signs of turning the cor-

ner.”

Mr Yeltsin's strategists may
yet conclude his best chances
of re-election come from press-

ing ahead with the main thrust
of the government’s tough eco-

nomic policy while trying to

smooth its edges by ensuring
wages and pensions are paid
fully and on time.

Mr Yeltsin may also take
some comfort from the Fund’s
arguments that real economic
stabilisation often proves polit-

ically popular.

This was shown in Brazil in

1994 when Mr Fernando Hen-
rique Cardoso, the tough-mided
finance minister, was elected

president.

Whatever is in doubt, it is

certain the coming weeks will

provide a compelling test of
both Mr Yeltsin's commitment
to economic reform and the
IMFs resolve.

John Thornhill

The EU administrator of
Mostar yesterday warned that

failure to unite Moslems and
Croats in the shattered Bos-

nian city woxdd jeopardise
peace in Bosnia.
Mr Hans Koschnick told

Renters news agency: “If Mos-
tar Is not a united city, there

will be no federation. Europe
should be aware that, with the
collapse of the federation,

there wQ] be a completely dif-

ferent situation.”

Armoured cars from the

Spanish contingent of the

60,000-strong Nato-led Imple-

ment!on Force (Ifor) yesterday

patrolled Mostar as tension
continued after the shooting of

a Moslem youth on New Year's

day and a Croat policeman on
Saturday. Croats and Moslems
exchanged sniper and grenade
fire an Saturday night
Renewed, clashes in Mostar

would make a mockery of

international plans to recreate

a unified Bosnia, said Mr Kos-
chnick. He would not allow
Mostar to be a Balkan Berlin,

split into hostile zones like the

German city during the cold

war. If the two communities
refused to co-operate, “we
should pack up, take our
money and leave".

Mostar, in south-western
Bosnia, has come to symbolise
the festering enmity between
the Moslems and Groats, nomi-
nal allies in a Bosnian federa-

tion brokered by Washington
in February 1994 to end their

year-long war.
Under the Dayton agree-

ment, the federation and
Republika Srpska, the Serb
entity, make np the new Bos-
nian state. Ifor is currently
being deployed throughout the
war-torn country to cement
the accord which rests on the
Moslem-Croat alliance.

Bosnian Croats, like their

Serb counterparts, declared
their awn ethnic statelet soon
after the outbreak of war In

April 1992. Last week the
mayor of the Croat-held part
of Mostar said Croats wanted
the city as their own capital.

Ifor troops in Bosnia have
come under fire five times in
four days and will not hesitate

to shoot back, Nato said yes-

terday. Two bullet boles were
found in a French Falcon 50
aircraft after landing at the
Sarajevo airport.

Close air support was called
in over northern Bosnia tn a
show of force in two separate
incidents - one involving Bos-
nian Serb forces and the other
Moslem or Croat, Nato said.

Meanwhile, Sarajevo is dne
next month to be re-unifled
nnder Bosnian government
control. Bosnian Sobs yester-

day launched a campaign to
evacuate children living in
parts of Sarajevo dne to be
handed over to the Moslem-led
Bosnian government as Mr
Radovan Karadzic, the Bos-
nian Serb leader, pledged to
fight by “political means" to

keep the areas.

In bis first public appear-
ance in three weeks, Mr
Karadzic delivered a televised

message for the Orthodox
Christmas: “A sovereign and
recognised Republika Srpska
has been created. It is not as
big as It should be, but it is

big enough to accept all Serbs
west of the Drina river." in

reference to the river separat-
ing Bosnia from Serbia proper.
Indicted for war crimes by

an international tribunal,

under the Dayton accord, Mr
Karadzic cannot hold office or
stand in elections dne to be
held within nine months.

cuts key interest rates
rediscount rate, used mainly
for loans to finance food
crop purchases, falls to 23 per
cent.

The NBP says consumer
prices at the end of last year
were 225 per cent higher than
at the end of 1994 and it is

ready to accept that the gov-
ernment’s inflation target of 17

per cent this year could well be
achieved
Ms Hanna Gronkiewicz

Walts, who heads the bank,
took a fiercely anti-communist
line in her foiled campaign to

win the country's presidential

election last November. She
said recently that relations
with Mr Grzegorz Kolodko. the
finance minister, were good,
signalling a possible thaw in

what has been, at times, a
bruising debate on monetary
policy.

The decision to lower inter-

est rates was anticipated by
foreign investors, who have

been moving in recent days to

purchase government bills

with the resulting inflows of
foreign currencies. This
prompted the central bank to
speed its decision, which had
been expected around the mid-
dle of the month.
The Warsaw Stock Exchange

also saw a revival in its for-

tunes ahead of the interest
rates move as the main WIG
indicator rose by 9.4 per cent
in the first trading week of the
new year, and by 4.3 per cent
to 8^98.9 on Friday, when the
cuts were announced.
The NBP’s decision comes as

parliament is due to pass this

year's budget, which includes a
planned deficit equal to 2.8 per
cent of gross domestic product
with the economy set to grow
by 5.5 per cent.

In the budget the govern-
meet assumes a lombard rate
averaging 24.3 per cent over
the year.

Hanna Gronkiewicz Waltz:
cordial relations

EUROPEAN NEWS DIGEST

Rome accused

on phone costs
Italian onions, consumer associations and politicians are

calling on the government to withdraw or rethink changes to

telephone tariffs which will increase the cost of man}' local

calls. Ministers signed decrees on Friday which will increase

local call charges at peak daytime hours, and raise the

domestic and business subscription paid to Telecom Italia, the

state-controlled telephone company.
Unions have accused the government of going back on a

commitment not to increase public service tariffs, and warned
that the changes may fuel inflation. The government argues

that the increases will be more than offset by the extension of

the off-peak period and the reduction of long-distance and
some International call charges. Telecom Italia claimed the net

result would be a L380bn (5239m) redaction in annual income

from subscriptions and tariffs.

Italy is the latest European government to feel the wrath of

consumers and unions in its attempt to “rebalance" tariffs,

bringing consumer charges Into line with costs, and improve

the state telephone company's ability to compete with EU
operators. On Friday. Germany's post and telecommunications

ministry suggested Deutsche Telekom review the figures on
which its tariff changes were based, in an effort to end a row

over rises in local call charges. Andrew Hill Milan

Santer confident on Emu
Mr Jacques Santer. European Commission president, said

yesterday be expected up to nine of the European Union’s 15

members to qualify to start up a single EU currency on

schedule in 1999. “I am confident, at least according to our

forecast at this moment, that seven to nine members will fulfil

the criteria.” he said on German television. *T am confident

that we can meet the deadline. We must meet it.”

EU leaders have made it clear that economic and monetary

union will not take place unless it includes both Germany and

France - which is struggling to meet the tough economic

criteria for countries joining Emu. But Mr Santer reaffirmed

there could be no relaxation of the criteria - a position

strongly advocated among others by Bonn, which wants to

ensure that a single currency is no weaker than the D-Mark.

“There will be no softening of the convergence criteria while

Tm around,” Mr Santer said. Renter. Bonn

Sogemin ‘surprise
5 over writ

Sogemin, the London Metal Exchange trading company owned

by Union Mintere, the Belgian metals group, yesterday said

the legal action started against it last week by Chile Copper

Corporation (Codelco). alleging conspiracy to defraud Codelco,

had crane as a surprise.

The writ provided no evidence ofhow Sogemin was
implicated in the improprieties alleged, it added.

Nevertheless, Sogemin said. It was conducting a frill internal

investigation into the matter. The company also made it clear

the writ did not refer to the $170m Codelco lost through
speculative trading in the LME’s copper market between 1990

and 1993. Codelco said last week it was trying to recover only

excessive commissions and other improper payments made
during those years, plus interest and damages.

Sogemin yesterday pointed out it never had its own office

for brokerage in Chile but “certain aspects” of its business in

the country were conducted via a local company appointed for

this purpose as this was required by the Chilean government.

Codelco's lawyers indicated last week the group expected to

start other action against metals brokers in London and New
York. Mr Juan Pablo Davila, the trader responsible for

Codelco's losses, dealt with 22 other LME brokers as well as

Sogemin. Ken Gooding. Mining Correspondent

Aznar holds opinion poll lead
Sixain's conservative Popular party has a nine-point lead over

the governing Socialist party, and opposition leader Mr Jose

Maria Aznar is likely to be close to an overall majority when
general elections are held on March 3, according to an opinion

poll published yesterday. Mr Aznar opened a 10-paint lead over

Mr Felipe Gonzdlez, the prime minister, in the European
elections of June 1991 and the gap between the two parties has

remained virtually unchanged in opinion polls.

The latest poll, published by the Madrid daily El Mundo,
gave the Popular party 403 per cent of the vote and Mr
Gonzalez's Socialist party 313 per cent According to the poll,

the conservative opposition could return between 165 and 173

members to the 350-member parliament, up from the 141 seats

it won in general elections in June 1993- The Socialist party,

which has been in power since 1982, could have its current

parliamentary tally reduced from 159 seats to between 115

and 120. Tom Bums, Madrid

Chechnya separatists ‘killed’
Russian troops in Chechnya said they had killed 27 separatist

fighters and destroyed an arms depot in the breakaway region

over the weekend, Interfax news agency reported. The military

command refused to say exactly how or where the separatists

died but said there were no Russian casualties.

On Saturday. Mr Pavel Grachev, Russian defence minister,

predicted an upsurge in fighting between federal troops and
separatists in Chechnya, but said peace talk* should continue.

He said the separatists loyal to Chechen leader Dzhokhar
Dudayev had used a relative lull during peace talks in the
Chechen capital of Grozny to “prepare their weapons and
recruit mercenaries'’. Russian forces regained control of
Gudermes. 30km east of Grozny, on December 25 after some of

the worst fighting seen since a June ceasefire. Refugees fleeing

Gudermes, Chechnya's second biggest town, spoke of
hundreds of civilians killed. AFP. Moscow

Abkhazia attack condemned
Mr Eduard Shevardnadze, Georgian leader, yesterday
condemned the killing of eight Georgians in separatist
Abkhazia and said the action was intended to disrupt the
peace process in the Black Sea province. A Georgian security
ministry spokesman said Abkhazian fighters killed eight

people, including an entire family of six, in the province’s Gali

region on Friday.
Mr Shevardnadze said in a statement that the killings were

aimed at hampering the peace process. Georgia has insisted

that Abkhazia is part of its territory, rebel fighters captured
the regional capital Sukhumi and forced out Georgian troops
in September 1993.

Russia, which is trying to mediate in the three-year conflict,

has a 3,000^trong peacekeeping force close to the border
between the province and Georgia proper. Figures from both
sides say more than 7,000 people have been killed in the
conflict and more than 200.000 ethnic Georgians,

half the
province’s population, have been forced to flee. Reuter, Tbilisi

Blasts in Corsica continue
A bomb blast, claimed by Corsican separatists, caused serious
damage to a government building yesterday, but no casualties.

There have been an estimated 20 such attacks in the past few

weeks on the French Mediterranean island. The latest blast

damaged the ground floor of an educational administration
building in Bastia. northern Corsica.
The attack came as Mr Jean-Louis Debrt?, French interior

minister, prepares to visit the island this month in an attempt

to end the unrest. AFP. Ctdsico

Swiss expel Russian diplomat
Switzerland has expelled a Russian diplomat from Moscow's
mission at the United Nations in Geneva for “illegal espionage
activities", the federal justice and police ministry said
yesterday. The diplomat, who was not named, returned to

Russia on December 21. the ministry said. The weekly
newspaper SonntagsBlick said 44 spying cases were uncovered
by Swiss authorities between 1984 and 1994, including 12 cases

of espionage for the former Soviet Union. Reuter, Ztrich



FINANCIAL TIMES MONDAYJANUARY 8 1996 3

NEWS: ASIA-PACIFIC

a

&

Japan’s coalition sets out agenda
By WHHarn Dawkins tn Tokyo
and Our Foreign Staff

Japan's three ruling coalition
parties yesterday agreed an
accord which includes the new
government's policy manifesto.
The agreement, reached by

the coalition of the Liberal
Democratic party. Socialists
and the left-leaning New Har-
binger party, paves the way for
LDP leader Ryutaro Hasbimoto
to take over the reins of gov-
ernment from the outgoing
prime minister. Mr Tomiichi
Murayama, who announced his
resignation on Friday.
Yesterday's pact was made

possible by compromises by
the LDP, which agreed to delay
a general election for six
months in order to win the loy-
alty of its coalition partners.

The agreement akn ineTmfag

a promise, in deference to the
pacifist wing of the $DP. to
push for a review of US forces
on the southern island of Okin-
awa. a slight concession from

become a military power again.

Also agreed were the lifting

of curbs on holding companies

to promote entrepreneurship,

and a reduction of the current

account surplus to 1 per cent of

The Asahi Shimbun newspaper announces the ‘Birth of the
Hasbimoto Administration’ at the weekend

the LDP’s traditionally pro-US
military stance.

Coalition officials yesterday
said the tripartite agreement
covered such areas as reform
of the United Nations, the Diet
(parliament), politics, adminis-
tration and education as well
as Japan's pledge not to

gross domestic product from
the 1995 level of 2.1 per cent
On foreign policy, the coali-

tion accord calls for reassess-

ment of US ties, already on the
agenda for discussion when US
President Bill Clinton visits

Tokyo in April, as well as
development of diplomacy

towards other Asian nations.

Under yesterday's agreement
the coalition also aims to:

• streamline Japan's military

forces and raise efficiency

• bearing in mind the opin-

ions of Japan's Asian neigh-
bours and of domestic opinion,

practise caution in promoting
moves to win a permanent seat

on the UN Security Council:

• ensure financial institutions

take full disclosure steps. Try
to recover debts from ailing
private mortgage companies,
or jusen. and clarify the
responsibilities on the issue:

• take quick steps to review
the financial structure built
around the finance ministry,
and to create a fresh financial

system with greater transpar-
ency. The coalition will try to

ensure a system to deal

quickly with financial institu-

tions in danger of bankruptcy;
• aid victims of acts of terror-
ism by the doomsday cult Aum
Shinri Kyo and study ties
between politics and religion;

• promote steps to normalise
Japan's ties with North Korea;

9 promote streamlining and
reduction of US bases in Okin-
awa without Jeopardising secu-

rity ties with the US.
Kyodo reports: A car driven by
a lance corporal from the US
Marine Corps in Okinawa was
Involved in an accident that
led to the deaths of a woman
and her two daughters yester-

day. The incident follows pub-
lic outcry over the presence of
US forces following the charg-

ing of three soldiers over the
rape of a schoolgirl.
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Three unelected governments in a row
JAPAN

By Mtchiyo Nakamcto

The Japanese public has become inured
to domestic political surprises. Ever
since the 38 unchallenged years of Lib-
eral Democratic rule was broken in
1993, domestic politics, in the eyes of a
numbed public, has come to resemble a
circus in which the normally preposter-
ous becomes mundane.
Last week's sudden decision by Mr

Tomiichi Murayama to resign as prime
minister heightened that perception.
Predictably, his abrupt departure was
greeted by the country’s media with
more cynicism than astonishment, let

alone regret
It was unsurprising that the Japanese

media should be so unperturbed by Mr
Murayama’s resignation. For some time
the press has been suggesting that it

was time for him to step down. Now
that he has, the press could only repeat

their reasons for urging his replace-

ment.
While acknowledging Mr Murayama’s

achievements, such as the govern-
ment's settlement with the Minamata
victims of mercury poisoning, the Asahi
Shimbun, a left-leaning paper, was par-

ticularly critical of his failure to stand
up for the policies his socialist party
and of the successive compromises he
has had to swallow as leader of a coali-

tion government.
In a weekend editorial, the Asahi

noted the irony in Mr Murayama's role

as defender of a US-Japan security
treaty which his Social Democratic
party had long opposed. The paper was
also critical of the lack of strong politi-

cal leadership in tackling pressing
issues such as structural reform and ft

repeated its contention that “the
Murayama government has already
served its purpose".
The Nihon Serna Shimbun (Nikkei), a

national daily with a focus on economic
and business affairs, was equally dis-

paraging.

Mr Murayama’s departure was long
overdue, the Nikkei said. As a flexible

and practical person, he was suited to

be the glue that held the coalition gov-
ernment together. But once it saw the
country through the 50th anniversary
of the war, the coalition's purpose
became mainly to keep itself in power.
When that happened, the Nikkei said, it

lost the support of the people. “Having
played its part, the life of the Muray-
ama government bad already come to

an end."

But even more than Mr Murayama’s
lack of leadership and the political'

paralysis that characterised his govern-

ment, the press kept its harshest com-
ments for the increasing divorce of poli-

tics from the public.

Mr Murayama's resignation, and the
three-party coalition's acceptance of Mr
Ryutaro Hashimoto. the leader of the
Liberal Democratic party, as his most
probable successor, has intensified pub-
lic disgust with the musical chairs

played by various political parties in

A Lucky Bag... Ryutaro Hashimoto gets

a welcome surprise from a traditional

Japanese Lucky Bag - the resignation

ofTonriichi Murayama. Asahi Shimbun.

their attempt to stay in power.
“We find it highly objectionable and

unacceptable that the new govern-
ment . . is to be determined through a
kind of collusion between the three par-

ties of the coalition.** the Nikkei said.

Other publications echoed the view of

the Asahi and the Nikkei that as Japan
faces a time of economic difficulty and
profound social change, the country

needs stronger leadership than Mr
Murayama has been able to provide.

The Yomiuri Shimbun, the most
widely read national daily, said there
was strong public criticism of the style

of transfer of power within the coalition

government
Frustration with the coalition govern-

ment has been building up in Japan
ever since the sudden resignation of the
former prime minister. Mr Morihiro
Hosokawa, in early 1994. Mr Tsutomu
Hata. who unexpectedly found himself
prime minister as a result of Mr Hoso-
kawa's untimely departure, left equally
abruptly, leading to the prime minister-

ship of Mr Murayama.
As the Asahi Shimbun noted in a

Saturday column, if Mr Hashimoto
becomes prime minister, the Japanese
public will have been forced to accept
three successive governments which
have not been chosen through a general
election. The handover of power within

the coalition “has made fools of us citi-

zens”, added the Maznichi Shimbun.
Against this recent history of Japa-

nese politics, what the press has
emphasised is the importance of allow-

ing the Japanese people to choose their

own government in a general election.

“It is unacceptable for a government
which has not received the judgment of

the people to be allowed to continue

any further," the Nikkei writes. Hie
consensus is that by heightening dissat-

isfaction with the government, Mr
Murayama’s resignation promises to

force an unexpectedly early election.

Tokyo
may seek

Airbus

design

review
By Miehiyo Nakamoto in Tokyo
and Michael Cassell in London

Japan’s Ministry of Transport
is expected to request a review

of the design of the Airbus
A300-600, following an investi-

gation into a 1994 China Air-

lines crash in which 264 peo-

ple died, according to the
Japanese national daily, the
Yomiuri Shimhim.
The unprecedented warning

by the Japanese authorities is

said to be based on a report by
a special commission of the
ministry, which, the Japanese
newspaper reported, had found
that the high technology com-
mand safety system of the Air-

bus A3OO-600 contributed to

the crash in Nagoya.
According to the Yomiuri,

the commission concludes that
the aircraft’s pilot uninten-
tionally switched on the air-

craft’s go-arormd lever, which
causes the aircraft to ascend
and re-attempt landing.
The pilot was unable to dis-

engage the go-around func-
tion, which was causing the
aircraft to ascend, and tried to
land Instead. As a result, the
aircraft's computer received
conflicting nrnnimmds, leading
to a situation in which it lost

speed and crashed, the com-
mission has concluded, accord-

ing to the Yomiuri.
The commission notes that

the safety system which pre-

vents the aircraft from losing

speed went into foil effect

when the aircraft was ascend-
ing, aggravating the situation

which led to the crash. It will

add, the Yomiuri reported,
that the go-arotmd lever is in a
position where it can easily be
activated accidentally.

An Airbus spokesman said

that following an investigation

into the crash by the US
National Transport Safety
Board, modifications had been
made to the A300-600 com-
mand safety system, reducing
the height below which a pilot

could override the go-around
system. He said it would con-
sider any new recommenda-
tions to enhance safety.

ASIA-PACIFIC NEWS DIGEST

Rao reaffirms

April election
Mr p.v. Narisimha Rao. India’s Congress party prime minister,
said at the weekend he would “definitely*' take the country to
the polls in April, though a final date remained to be fixed. Mr
Rao’s remarks, later confirmed by government officials, is the
firmest suggestion of an election date so far.

Final dates must be confirmed after further consultation
between Mr Rao and India’s independent election commission.
Mr TJJ. Seshan, India’s controversial and outspoken chief

election commissioner, was non-committal in comments to the
Economic Times at the weekend, saying that they “had to take
several factors into account before finalising the dates”.

Mr Rao had widely been expected to keep the poll date as

close as possible to the formal expiry of his government's
five-year term in June and has often hinted at an April date.

The elections would be to the 545-seat Lok Sabha.

Mr Rao. speaking to Indian reporters after a visit to the

central state of Madhya Pradesh, said it was “possible" his

government would bold a further session of parliament before
the general elections. Mark Nicholson. AVir Delhi

Dabhol verdict delayed
The Indian state of Maharashtra failed at the weekend to

deliver its expected verdict on the $2.Sbn Dabhol power
project, despite discussing the renegotiated deal for two hours
on Saturday. Mr Manohar Joshi, the state's chief minister, said

discussion on the project, India’s biggest and most
controversial foreign investment, had been adjourned. The
cabinet may meet to continue talks today. The project has
been in abeyance since its cancellation in August. A
renegotiated form of the deal was agreed between Enron, the

US energy group leading the project, and a team from the
Hindu nationalist state government. State ministers were
quoted last week as saying that this renegotiated deal had
been in principle approved and awaited only a formal
announcement. Mark Nicholson

Taiwan trade surplus tops $8bn
Taiwan recorded a trade surplus of US$8.1 1bn in 1995, a rise of

17-2 per cent from a year earlier and the first rise since 1991,

newspapers reported at the weekend. The government is

expected to release official figures today.

Total two-way trade reached a new high of $21536bn last

year, up 20.6 per cent from 1994, the Commercial Times said.

Exports climbed to $llL69bn and Imports were $103jbn.
representing increases of 20 and 2L4 per cent respectively, the
paper said.

The amount was 5.4 per cent more than the ST.Tbn the
country earned in 1994. the report said, attributing the growth
to a steady increase in exports. Laura Tyson, Taipei

Afghan peace talks move
The Afghan government yesterday said it would send a
delegation for its first peace talks with the opposition Taleban
movement, but blamed the Islamic militia for a new rocket
attack on Kabul that it said killed four people.

President Burbanuddin Rabbarn's government will send the
delegation to the Taleban headquarters in the southern town
of Kandahar, his spokesman said. No firm date had been set

for the talks, which are expected to discuss ways of ending
fighting between the two sides.

Last week, Taleban agreed in principle to the idea of

receiving a government delegation, although it has yet to

respond to this particular proposal. Reuter. Kabul

China silent on US visa for Li
China yesterday gave no response to the

US decision to Issue a transit visa to Mr
Mr Li Yuan-tu, Taiwan’s vice president,

writes Laura Tyson in Tajpet
Although it is unlikely Beijing will

react as sharply as it did to Taiwanese

President Lee Teng-hui's visit to the US
last year, the issue could renew sensitivi-

ties across the Taiwan Strait.

The US visa will allow Mr Li’s aircraft

to stop in Los Angeles on January 11 and
16 on his way to and from Guatemala,

where he is to attend the inauguration of

the centralAmerican,country’s new presi-

dent on January 14. Mr Liv needs a US
visa so his aircraft can he refuelled.

“There will be no public activity during
the transits.” a US state department
spokeswoman said at the weekend.
China regards Taiwan as a rebel prov-

ince in .the hands of an illegitimate gov-

ernment and objects strenuously when
countries with diplomatic ties .with Bei-

jing treat Taiwanese .officials in what
mightbe construed as an official capacity.

Beijing was enraged when the US per-

mitted President Lee to make a private

visit to the US in June to deliver a speech
at Cornell University. The incident led to
a serious deterioration in Sino-US rela-

tions, which have yet to recover. China
interpreted Mr Lee’s US trip as an attempt
covertly to promote Taiwanese indepen-
dence, which Beijing opposes.

China's foreign ministry spokesman, Mr
Chen Jlan, said on Thursday: “We ask the

US side... not to do things that would
harm the relations of the two countries or
hurt the feelings of the Chinese people."

Wheat farmers ponder future
Nikki Tait finds price rises have come too late for some Australians

M rs Penny Henley
looks down over the

2,000 hectare prop-

erty, just south of the New
South Wales-Queensland bor-

der. which she and her hus-

band have farmed for the past

20 years.

Along a nearby strip of road
- about 25km in length - five

[amilies have sold up and
moved out recently, she says.

Chris, her husband, whose
Family has been working Aus-

tralia's land for a rare seven

generations, puts the point

jven more starkly. “Twenty
rears ago. 140 families were

ielivering to the silo at North

Star," he remembers. "Now
here’s about 12.”

The couple, whose children

ire still at high school, reckon

hat they are the last of their

generation continuing to farm

n the area. “It's pretty dis-

leartening," says Mrs Henley.

You lose teachers, services.

i’ou lose your community -

ind that’s what you need."

What makes the comments

iurprising is that tiie Henleys

and most of their neighbour*

- are wheat farmers. By all

iccounts, they should be crack-

ng open the bubbly, not war*

yiug about their dissipating

lorictv.
.

In the face of an interna-

tonal supply crunch, world

rhcat prices have soared.

Vorid slocks are at the lowest

dr two decades, while the Aus-

ralian Wheat Board’s pool

trices have been at record lev-

Is, with benchmark Austra-

inn Standard White wheat

etching AS335 a tonne.

Moreover the severe drought

k’hicli beset the eastern sea-

ioanJ throughout much of the

990s started to break earlier

his v«?ar. According to the

Luxtralian Bureau of Agnati-

on* and Resource Economics,

he government-owned fore-

casting agency, this season’s

wheat production should be
over 17m tonnes, 92 per cent

higher than the previous year.

In New South Wales alone, pro-

duction is expected to rise

almost fivefold to 4m tonnes.

However, the Henleys’ down-

beat assessment is echoed by

traders in nearby country

towns. “It's been quite slow,

and very patchy - nobody
seems to have much spare this

Christmas," says the proprietor

cf Habitat Interiors, a gift shop

in the market town of Goodi-

windi, which straddles the

NSW-Queensland border.

Down the street a sign on the

public lihrary door publicises

the continued availability of

rural assistance funds.

The reasons for this very

muted response are threefold.

First most eastern grain-farm-

ers are keenly aware of the

extent of the damage done to

the rural sector over the past

decade. High interest rates, fol-

lowed by low commodity prices

and then four years of drought

decimated farm incomes.

Those who have attempted to

expand or upgrade equipment

invariably incurred high debts,

while those who have waited

now realise the scale of the re-

equipment fa»gk ahead.

As Mr Glenn Dalton, director

of grains at the NSW Farmers'
Association, puts it “We've
just been through possibly the
worst combination of condi-

tions ever - interest rates,

drought, plagues. Grain tenn-

ers have had things extraordi-

narily difficult"

Second, even in the current

year, the path back from
drought conditions has been
bumpy. Mr Henley remembers
the weeks in September when
his farm, and surrounding
properties, were hit by a mouse
plague which extended from
southern Queensland into
northern NSW.
Then, later, as he went to

inspect the mice-baiting pro-

cess, he noticed that the wheat
was frozen. Northern NSW
encountered the worst frosts

ever recorded that late in the

year.

It will take a number of good
years before confidence
returns. “You don’t finish a

drought with the first rains,

and you don't finish an eco-

nomic drought with the first

good crop. We badly need a
second crop," says Mr Dalton.

Ironically, though, this could

increase the drift from the land

which the Henleys are already

reporting. “We know of people

who would have sold, but

there's been no market., . and

there’s no point in dispossess-

ing someone if you can’t sell

the holding," says the NSW
Fanners’ Association.

Asian buyers, meanwhile,

may see this as a good pur-

chasing opportunity. Last

month. Cbbmfgg, China's giant

wool and cotton buying
agency, was reported to have

snapped up three large cotton-

growing properties near Moree,

covering over 4,000 ha, from a
local farming family.

The third reason fra: the very

cautious response to the surge

in wheat prices is that many
Australian broadacre terms are

mixed businesses - combining
wheat and sheep, say. While
wheat prices have soared, wool
prices have fallen sharply.

Higher grain prices, mean-
while. also dig into the mar-
gins of livestock producers,
obliged to buy feed.

S
o while official govern-
ment forecasts - keenly
distrusted by most term-

ers - suggest that the “aver-

age" broadacre term will regis-

ter its first business profit

since 1989/90 this year, the esti-

mated surplus is only a token
A$6,700 (US$5,000). The “aver-

age" woolgrower will almost
certainly see his sixth year of

loss. The surplus for an aver-

age grain farm, by contrast, is

pat at AS80.600.

Still, for all the wariness,
there are grounds for opti-

mism. Farmers acknowledged
that the very low level of world
grain stocks implies that sev-

eral years of good prices are

probably in view.

And, even in northern NSW,
a few signs of buoyancy shine

though. The Moree newspaper
carries an opportunistic adver-

tisement from a local invest-

ment firm; “Wheat harvest...

where do I invest T it begins.

One travel agent says business

is becoming brisker.

But whether all that is

enough to persuade the Hen-

leys to persevere is a moot
point Like their neighbours,
they, are pondering the future,

wondering whether the recent

record of three good years in

every 10 is much inducement
“We seem to have living on oar
wits for the past four years,”

says Mrs Henley, with infinite

weariness. “We haven't bad a
holiday in so long. . .” adds her

husband.
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Brazil buyer

for failed bank
Brazil's Banco Excel, a fast growing bank from Sdo Paulo, has
reached an agreement in principle to acquire the foiled Banco
Economico, which last year nearly collapsed and was taken

over by the central bank.

Details of the transaction are still being worked out, but
Banco Excel is likely to assume Economico's branch network,
clients and some of its liabilities. Economico's branches are

expected to re-open in a few months.
Economico's biggest creditor, owed more than R$3.5bn

i£2.3bm, is the central bank, which will sell Economico’s

shareholdings in various industrial companies to make good
part of the debt. But Mr Gustavo Loyola, central bank
president, admitted his institution might not get all its money
back.

Banco Excel would be required to inject around R$300m of

capital into the new Banco Economico to get it running again.

Excel was founded in 1990. Angus Foster, Sdo Paulo

Israeli cabinet agrees cuts
Israel's cabinet yesterday approved spending cuts of Shkl.3bn

<£267m) one week after the 1996 budget took effect. But
ministers were unable to agree on where the cuts would be

made and a meeting will be held next week to decide. The cuts

also need parliamentary approval.

On Saturday, the Treasury increased fuel prices by 15.1 per

cent to raise an additional ShkTSOm. The measures are aimed
at guaranteeing the government will meet its 1996 budget of

Shkl72.8bn and its deficit target of 2.5 per cent of gross

domestic product Reuter. TelAvio

Saudis and US to continue links
The US and Saudi Arabia yesterday said attacks such as the

bombing in the Saudi capital in November would not halt

their co-operation in building Gulf defences against Iraq and
Iran.

Mr William Perry. US defence secretary, met Saudi Arabia's

new government leader. Crown Prince Abdullah, at the end of

a two-day visit, and expressed determination to continue

military preparedness triggered by the 1991 Gulf war.

Ring Fahd, who suffered a stroke in November, turned the
government over to his younger brother last week. Mr Perry

gave Prince Abdullah a letter from President Bill Clinton to

King Fahd wishing him a speedy recovery and expressing

Washington's faith in the prince.

It was Mr Perry’s third visit to Saudi Arabia in 15 months,
but the first since a car bomb killed seven people when it

ripped through a building in Riyadh used by the US to train

the Saudi National Guard. Reuter, Riyadh

Guatemalans go to polls
Guatemalans yesterday voted in presidential elections in a

tight race which could mark the political comeback of a
former military dictator.

The second round run-off pits right-wing businessman Mr
Alvaro Arzu, who narrowly leads in opinion polls, against

lawyer Mr Alfonso Portillo, candidate for the populist

Guatemalan Republican Front (FRG).
But the election has turned into a barometer of support for

Mr Portillo’s political master. General Efrain Rios Month who
was shut out of the race last year by a constitutional court

decree banning former coup leaders from standing as
president. Mr Portillo maintains he is no puppet ofMr Rios

Month Reuter. Guatemala City

Snow fails to cool US budget wrangling
By Nancy Dunne
in Washington

No sooner had Congress passed
legislation to reopen the fed-

eral government than the skies

deposited heavy snow on
Washington, shotting down
once again the monuments and
federal agencies.

Whatever the prevailing

weather conditions, the strug-

gle between president Bill Clin-

ton and the Republican Con-
gress over budget priorities

still rages. Although House
Republicans seemed to bow to

public pressure to reopen the

federal government, the bill

passed late on Friday sets Jan-

uary 26 as the new deadline for

a deal to balance the US bud-

get by 2002.

House Republicans are now
pursuing a new strategy. In an
effort to force the president to

agree to eviscerate some pro-

grammes and shift others to

the states, they have begun to

THE NEW CLINTON BALANCED BUDGET PLAN
(Republican proposals in brackets)

Tax cuts B7

Sbn

1245}
Cuts in defence and non-defence
discretionary spending 295 1383)

Medicare cuts 102 (200)

Medicaid cuts 52 (117)

Reductions in Welfare, including Earned

Income Tax Credit 48 (S2)

Curtailing “corporate

welfare" tax breaks 60 (tai

All figures are over seven years - the Clinton plan includes a
possible dividend In the last three years. If the nation does better

than Congressional Budget Office forecasts, Sex cuts would be
increased to $147bn. discretionary spending would be S65bn
higher and there would be a £28bn budget surplus in 2002.

fund only those programmes
that they support.

With an eye on their falling

ratings in the public opinion

polls. Republicans have
ensured that the most visible

programmes will stay. The
Statue of Liberty and national

parks will be open. Veterans

and pensioners will get their

monthly cheques and the

elderly will get their meals
delivered.

Programmes for the poor -

legal assistance for example -

are likely to fare less welL It is

an election year, and the poor

do not vote.

As additional leverage.

House Republicans will refuse

to raise the debt limit unless

the president agrees to their

conditions. Mr Robert Rubin,

the treasury secretary, yester-

day said be bad only found

enough funds to keep the gov-

ernment going without new
borrowing until the middle of

February, although he is

looking for other solutions.

The deal to reopen the gov-

ernment for three weeks came
after the president complied
with House demands that he
submit yet another plan to bal-

ance the budget over seven
years using “real" numbers
produced by the Congressional

Budget Office (CBO>.

This is Mr Clinton's Fifth

plan in a year and in it be

adopted most of the proposals

presented earlier by Senate
Democrats. The plan cuts taxes

by SSTbn t£56.4bn) over seven

years, much less than the

S245bn the Republicans want,

and it cuts medical care for the

elderly by $102bn, compared to

a S225bn reduction proposed by
Republicans.

Budget 5 seeks to protect Mr
Clinton's priorities: health care

for the poor and elderly, low

Income tax cuts, education and
environment. The president

has also indicated support for

some form of a capital gains

tax.

CBO director, Ms June
O’Neill, in a letter to Mr Newt
Gingrich, House speaker, said

the new Clinton budget would
have a surplus of Slbn in 2002.

certifying it as acceptable.

A White House statement
said the president's plan

“clearly shows" that the bud-

get could be balanced In seven

years using congressional bud-

get office estimates without

the deep cuts in Medicare,

Medicaid, education and the
environment that Republicans

are seeking.

The statement also noted
that the “huge tax cut for the
wealthy" promised by Republi-
cans was unnecessary.

Initially. Republicans said

that Mr Clinton was adopting
as his own a plan proposed by
Mr Tom Daschle of South
Dakota, the Senate Democratic

leader. There are, however, sig-

nificant differences.

A deal is in sight, but the
question is how far the presi-

dent will be pushed. With
even.- successive plan, be has
moved closer to Republican
demands.
Republicans responded by

denouncing his latest plan as

“the same old tax and spend
liberal Democratic approach”.

As much as the Republicans

deny it. it is politics as usual in

Washington. All of the budgets
put the really painful cuts far

off in the future - two presi-

dential and three bouse elec-

tions away.

Independents can vent voters’ anger
Palestinian polls will test extent of discontent with Arafat, says Julian Ozanne

A s Palestinians prepare

to vote in their first

national elections on
January 20 a predominant
issue is the electorate's view of

Mr Yasser Arafat's governing
style.

The elections, well prepared

to avoid potential manipula-
tion, will bestow a degree of

democratic legitimacy on Mr
Arafat and mark the irrevers-

ible nature of the Israeli-Pales-

tinian peace process. However,
they will also test the extent of

discontent with the Palestine

Liberation Organisation's lead-

ership style.

The boycott by Palestinian

Islamic and secular groups
opposed to the peace accords

has stripped the elections of

clear ideological fault lines.

There are no real opposition

parties contesting the polls and
almost all the 676 candidates

competing for seats in an 88-

member legislative council
broadly support the peace pro-

cess.

Only in the separate ballot

for president of the council,

where Mr Arafat is opposed by
Mrs Samiba al-Khalil, a maver-

ick independent opposed to the

peace process, will voters be
given a clear choice. However.

Mr Arafat's status as the sym-

bol of Palestinian nationalism

is so solid among ordinary Pal-

estinians as to make his land-

slide victory assured.

More important political

issues are focused on the elec-

tions for council members in

the 16 multi-member constitu-

encies across the West Bank
and Gaza Strip. In the absence

of opposition candidates, the

only real choice voters have is

to vote for independent candi-

dates standing against the
overwhelmingly dominant
Fatah faction led by Mr Arafat
Mr Arafat has made exten-

sive efforts to manipulate the

list of candidates put forward

by Fatah. He has overturned

rudimentary internal primaries

held by Fatah and appointed

his own people to the lists. He
has also sought to maintain
Fatah as a broad church and
has included members of other

Palestinian factions on Fatah
lists.

The extent to which Palestin-

ians back Mr Arafat’s lists will

to some degree, test his hold

on the Palestinian electorate.
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Inride Fatah Mr Arafat's

activities have provoked fierce

criticism. Many of those
dropped from the lists are
young foot soldiers of the Pal-

estinian intifada, or uprising,

who paid for their political

activity with long stints in

Israeli jails. They have been
replaced, in part, by more old-

guard political figures and
technocrats Mr Arafat wants to

see in his de facto parliament.

M any of those dropped
have refused to

accept Mr Arafat's

authoritarian style and are

standing as independents. In

Nablus, for example, five Fatah

activists are standing as an

independent bloc.

One of them, Mr Husham
Kbadder, said: “Arafat wants

yes men in parliament; he does

not want the younger genera-

tion of the intifada, because

they are more critical. In the

election people have a choice -

whether to accept Arafat's old

ways of doing politics of vote

for a change. If they vote far

independent candidates who
are critical of Arafat, it will

mark a real change."

In the Ramallab electoral

division the Fatah List drawn
up by Mr Arafat includes two

men who belong to other Pales-

tinian factions, at the expense

of Fatah activists. Mr Marwan
Barghouti. the Fatah chief in

the West Bank who heads the

Fatah list in Ramaliah. says he
does not support Mr Arafat's

list. He is urging voters to split

their vote between the list and
independents like Mr Fans
Hamid Kadoura. a Fatah activ-

ist who spent 14 years in jail

and whom Mr Arafat refused

to include on the list.

“The people will not support

a list, they will support indi-

viduals.'' he said. “People want

to vote for people they trust

who have a long history of

resisting Israeli occupation and
who sacrificed by going to

prison."

Mr Barghouti, a former pris-

oner and deportee, said it was
vital that the new' generation

of Palestinian political activist

was rewarded and represented

in order to begin the process of

building new political institu-

tions.

If Palestinians vote for the

Independent critics of Mr Ara-

fat there is hope that a small

nascent opposition will be
fanned in the council Palestin-

ian political analysts say' that

the electorate remains highly-

educated and politicised after

28 years of Israeli occupation

and that ticket splitting in

polls far student and profes-

sional bodies has been com-
mon.
A recent opinion poll found

that 45 per cent believe per-

sonal qualifications to be the

most important criteria for

election. Only 20 per cent said

political affiliation was impor-

tant; 17.5 per cent highlighted

religious affiliation and only 3

per cent said they would be

swayed by family loyalty.

If the political scientists are

right, a number of independent
critics could be elected to the

council. Some, like Mrs Hanan
Ashrawi, standing for one of

the reserved Christian seats in

Jerusalem, will be elected

because of their political his-

tory. their integrity, and their

ability to stand up to Mr Ara-

fat Others, including many of

the Fatah independents, will be
elected because they represent

the new generation.

Grandmother vows to

stand for democracy
By Julian teanne and
Mark Dennis in Ramaliah

Why would a 72-year-old

grandmother launch a fruit-

less challenge to Mr Yasser
Arafat for the Palestinian

presidency? Although Mr Ara-

fat is certain to win the first

Palestinian election. Mrs
SaTPihfl al-Khalil is standing
in order to make a democratic

point
"I am running to show that

Arafat is neither God nor
prophet," she said when
announcing her candidacy last

month.
Mrs al-Khalil has since

retreated from saefa direct
statements against Mr Arafat
preferring to call him “a good
man who is very wrong about
the peace process". She says
her candidacy is “political, not
personal".

The problem is that Mrs al-

Khalil does not have much in

the way of an alternative polit-

ical programme. She is stead-

fastly against the Israeli-Pales-

tinian peace accords
negotiated by Mr Arafat and
his team because, she says, the

process will never lead to the
long-held dream of Palestin-

ians: an independent Palestin-

ian state frith Arab East Jeru-

salem as its capital

She says Mr Arafat should
have demanded that Israel

immediately concede an inde-

pendent Palestinian state with

Al-Khalil: fruitless challenge

guaranteed borders. This is

fine - except that almost ail

Palestinians know that Israel

would have never agreed to

such a demand.
The second problem is that

althongh Mrs al-Khalil has set

herself up as the democratic
alternative, criticising Mr Ara-
fat’s authoritarianism, she

does not practise what she
preaches.

Since 1965 Mrs al-Khalil, a

no-nonsense Palestinian matri-

arch, has been the self-ap-

pointed, unelected president of

a well respected charitable

society. “She is tough as nails,

courageous but often Inflexi-

ble, cantankerous and unwill-

ing to listen to advice - a lot

like Mr Arafat himself," says a

close aide. “We hope this expe-

rience will encourage her to

hold internal elections in the

society."

Nevertheless, Mrs al-Khalil

will attract votes from the
many people she has touched
with her charitable work.
She will also be supported as

a political figure in her own
right. She has been a long-
serving member of the Pales-

tine National Council - the
Palestinian parliament in exile
- and has spent several peri-

ods in Israeli jails.

However, she is largely
unknown in parts of the West
Bank and Gaza Strip and as a
woman her candidacy will not
go down well in traditional
areas such as Hebron and
Gaza Sonth.

“If she gets 10 per cent of
the vote it will be a real suc-
cess.” said Mr Mohammed Abu
Zeid, the campaign manager.
“But she will make an impor-
tant contribution to Palestin-
ian democracy. Without oppo-
sition there is no democracy."

Major
defends

Saudi
expulsion
By John Kampfner
and Roula Khataf

Mr John Major, the UK prime

minister, yesterday sought to

ascribe a more ethical motive

to his government's planned

deportation of Mr Mohammed
al-Massaari. a leading Saudi
dissident.

Amid growing concern that

arms deals lay behiud last

week's order to send Mr al-

Massaari to the Caribbean
island of Dominica. Mr Major

said British foreign policy in

the Gulf was contingent on the

stability of the Saudi royal

family.

Mr al-Massaari. head of the

London-based Committee for

the Defence of Legitimate

Rights in Saudi Arabia, an
Islamist group that accuses the

Saudi government of corrup-

tion and anti-Islamic practices,

said Britain was on its way to

making itself the “Great Satan

in the Kingdom".

“If Britain is seen to support

such a regime, then the people

will consider it their enemy
and will demonise it. as hap-

pened between Iran and the

US." he said. “The people will

regard this as support for the

oppressor and the tyrant.

Peace will not be achieved this

way."

But, in a BBC television

interview. Mr Major said: "Mr
al-Massaari is an illegal Immi-

grant who has used his hospi-

tality in this country to wage a

campaign to try to bring down
the Saudi Arabian regime.

“Saudi Arabia is critical to

the stability of the Gulf. That

is very important not just to

this country. We have already

had one Gulf war.”

Mr Major added: “If [people]

come here and abuse that posi-

tion and seek to create an
unsettled relationship with our
allies then I don't believe we
should tolerantly look to one
side. We will look after people

who's position is insecure and
unsafe. Mr al-Massaari would
not be sent back to anywhere
he may be in danger."

Mr al-Massaari has claimed

he is the likely victim of a kid-

nap or murder plot by the
Saudi government.

The government has admit-

ted it acted after pressure from
both the ruling royal family
and British defence companies
to put a halt to Mr al-Massaa-

ri's outspoken campaign.

Saudi Arabia bought nearly

£2J3bn-worth of British goods

last year.

Of greatest importance is the

al Yamamah government-to-
goverament deal agreed in two

stages in 1985 and 1988 and
covering supplies of British

arms, infrastructure, and
defence services worth more
than £2bn a year.

Juries cut product liability awards
By Richard Waters
in New York

US juries are awarding
considerably smaller amounts
to people who claim to have
been banned by defective prod-

ucts, with the $260,000
(£169.000) on average last year
amounting to barely half the
8500.000 average in 1993.

The figures, compiled from
state courts around the coun-
try, appear to indicate that the

US product liability tide is

beginning to ebb. Long a cause
of complaint among manufac-
turers. the area has attracted

the attention of legislative

reformers in many states,

resulting in moves to limit the

amounts that juries can award.
However, Jury Verdict

Research, the company which
collated the data, has also iden-

tified a new area in which legal
awards against companies are
rising sharply: disputes with
employees.
The fall in jury awards in

defective product cases has
come about in part because of
the decline in asbestos cases
which bad clogged US courts
for many years, said Mr Brian
Siienker of Jury Verdict
Research. Most of these cases
have now worked their way
through the system.

More significant, however,
appears to be the push for tort

reform - the area of law which
covers medical malpractice,
car accidents and product lia-

bility. Many US states, includ-

ing Texas, whose juries have
traditionally made some of the
biggest awards, have passed
laws to cap the amount that
jurors can order corporate

Product liability in (IS

Award median (S'QOQs)

Sounsr Jury Vortfci Ftooanti

defendants to pay.
Most of these laws were

passed too recently to have
had a direct effect on the cases
surveyed by Jury Verdict
Research. However, jurors

have been aware of the reform

movement and the tide in pub-

lic opinion that has turned

against big awards, and so

have tended to limit the

amount they order defendants

to pay. said Mr Shenker.
Disputes with employees,

meanwhile, have led to far big-

ger awards against corpora-

tions. On average, people who
brought successful cases for

wrongful termination or con-

structive discharge wort

awarded $183,984 in 1994. 40 per

cent more than in 1993.

The Increase seems to indi-

cate that more older, mate

executives are getting iuto

legal disputes with their

employers. Awards for age dis-

crimination remain the high-

est. at an average of $219.WW

compared with $147,799 for

racial discrimination.
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Halt murders,
PM tells

Gerry Adams
By John Kampfner,
Chief Political ConWpoficlent

Mr John Major, the British
prime minister, yesterday
accused leaders of Northern
Ireland's Sinn Fein party of
directing recent murders by a
group claiming to be fighting
the drugs trade. Sinn Fein is

the political wing of the Irish
Republican Army.
Mr Major called on Mr Gerry

Adams, president of Sinn F&in,
and Mr Martin McGulnness, its

chief negotiator, to stop the
killings. The prime minister's
remarks come days before the
international body looking into
the question of illegally held
weapons is due to present its

report to the British and Irish

governments.
The three-man commission,

led by US Senator George
Mitchell, a close adviser on
Northern Ireland to President
Bill Clinton, has been asked to

judge the willingness of the
IRA and its pro-British rivals

to hand in some of their weap-
ons ahead of all-party negotia-

tions about the fiiture of

Northern Ireland.

Responsibility for the kill-

ings has been claimed by a

group calling itself Direct
Action Against Drugs. But
British ministers and police
chiefs in Northern Ireland say
they are the work of the the
IRA
“These killings are centrally

directed,” Mr Major said in a
BBC television interview. “I

have not a shred of doubt
about that.” He noted how
so-called “punishment beat-
ings" - the use of violence by
paramilitary organisations to

punish members of their own

community for alleged crimes
- had “miraculously” stopped
around the time of Mr Clin-

ton’s visit to Ireland a month
ago. "Those people who
stopped it before - and I think
Sinn Fein and the IRA are both
sides of the same coin - could
stop it again," Mr MSjor said.

“1 would say to Mr Adams
and Mr McGuinness and the
others: a believe yon can stop
these killings and these
beatings.'"

Mr David Trimble, leader of
the Ulster Unionist party, said
“the ceasefire is presently not
in existence". Mr Trimble’s
party is the largest pro-British
party in Northern Ireland, and
one on which Mr Major will

depend increasingly as his
majority in the House of Com-
mons dwindles. “Sinn Fein/IRA
see what they believe is a weak
prime minister, they see him in
difficulty, so they are pushing
him,” Mr Trimble added.
He claimed that Mr Clinton’s

public statement to terrorists

in Belfast, the capital of North-
ern Ireland, that “your day is

over” had stung the IRA into
the recent spate of killings.

There had been “a deliberate
decision of the leadership of
Sinn F6in/IRA to resume the
use of arms," Mr Trimble
added.

“This is not a group of peo-

ple carrying out a crusade
against drug dealers and drug
barons,” he said on Sky televi-

sion. “It is an effort by the IRA
to maintain control and to get

money. They are very short of

money. It is also a matter of
saying to the government and
to the Mitchell commission
that ‘we are not going to
decommission’.”

UK NEWS DIGEST

Labour warms
to Singapore
Mr Tony Blair, leader of the opposition Labour party, said in

Singapore yesterday that his party was studying the state’s

system of compulsory savings to see if Britain could learn

from It to improve its own social security system. He said

during a three-day private visit to Singapore, that- Mr Chris

Smith, his party's chief social security spokesman, would visit

Singapore today and examine the state’s Central Provident

Fund (CPF) savings scheme.
•It is very much on our agenda to see how we can get the

best out of our welfare state," said Mr Blair. "Our welfare

state at the moment isn’t functioning in the way that it

should. It is neither helping those who are the poorest nor is it

giving people the encouragement and incentive they need to

get back into work." The CPF scheme obliges workers to save

20 per cent of their income for pensions, medical care and

insurance and then makes employers match the contribution.

The savings provide a flow of long-term money for state

spending on infrastructure. Singapore joined the Organisation

for Ecouomic Co-operation and Development last week.

Reuter, Singapore

Call to dilute labour laws
The government should pledge to repeal laws on redundancy

compensation and unfair dismissal as part of its drive to make
Britain the enterprise centre of Europe, says a rightwing

think-tank. Mr Warwick Lightfoot. a former special adviser to

the Treasury, argues in a pamphlet published by the group

Politcia that European Union directives should not be allowed

to stand in the way of a more liberalised labour market

Politeia was launched at Westminster late last year under

the patronage of Viscount Cranborne, the leader of the Conser-

vative group in the House of Lords, the unelected upper house

of parliament; and Lord Parkinson, a former chairman of the

party who was a senior minister in the governments led by

Mrs Margaret Thatcher in the 1960s.

"The existing regulations, though lighter than they were,

still distort employers' decisions, reduce economic activity and

raise unemployment," says Mr Lightfoot. He argues thatfree-

dom of contract must be at heart of future relations between

employer and employee. "The piecemeal changes to legislation

made over the last 15 years are not enough," he writes. “It is

time now to remove the over-arching framework of employ-

ment protection legislation on redundancy compensation and

unfair dismissal." John Kampfwr. Westminster

Immigration campaign opens
The Trades Union Congress is trying to per-ma# suade left-leaning Conservative MPs to help

fVlf delete the clause in the government's proposed

m. IfV asylum and immigration bill that will make

employers criminally liable if they are found to have given a

job to an illegal immigrant. The TUC says many Cons^tve

MPs are known to disapprove of the

Mr Michael Howard, home secretary. The bill will tighten

restrictions on asylum seekers while toughening penalties on

^d STthe^grounds tEftt will exacerbate

«*» puttins“

Tonne of cannabis seized

ST toSdw ™ppiy “> md,v,dual “ta oa

the streets.
, recovering in a hospital in Storao-

^®SrSSfcars.M
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landmarks Muth-west tip of England
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. awav on the far north
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Consortium will build 110km line from London to Channel tunnel

Rail route winner to be named soon
Channel tunnel link

By Charles Batchelor,

Transport Correspondent

The winning consortium
bidding to build the £8bn
(S4.6bn) rail link between Lon-

don and the Channel tunnel to

Prance will be named early

next month. But the
high-speed link is not expected
to be finished before early 2003,

six months later than previ-
ously planned.

Two consortia from the origi-

nal four bidders are being
considered. One is Landau &
Continental Railways, which
includes Mr Richard Branson's
Virgin Group: Ove Arup, the

design consultants; and
Bechtel, a US project manage-
ment group- The other is Euro-
rail, involving the construction

companies BICC and Trafalgar
House.
The 110km line will run from

a new station at St Pancras In

London to the Channel tunnel
entrance and will cat 30
minutes from journey times to

Paris and Brussels. At the
moment Eurostar trains from
London to Paris and Brussels
use existing tracks in south-

east England and do not reach
full speed until they are in

France.

Construction work is expec-
ted to be straightforward, say
construction Industry execu-
tives close to the project But

Jr^ Tunrad 0 PossfeJa station

passenger numbers on Euro-
star trains have been only a

third of those originally fore-

cast- Passenger numbers to
Brussels have been particu-

larly disappointing.

The two remaining bidders
submitted their final offers late

Ferry companies, flare com-
petitors of rail services
through the Channel tunnel,
are intensifying their battle to

dominate the market for travel

between Britain and France. A
family of four can now take a
car from an English port to

France and back by ferry for

less than £10 ($15.50). “It is

cheaper to go to France than It

is to travel on the London
Underground.” said one ferry

last month and are now in the
final stage of negotiations, con-

struction industry executives
said. “There is a lot of work to

do in January and the pressure
will be greatest on the Depart
ment of Transport to tie up
loose ends,” said one executive.

company executive. The low
prices result from the launch
of two new separate services

on the Dover-Calais route after

the expiry at the end of fast

year of their previous pooling
agreement The newcomers are

Siena Line and Sea France
(formerly SNAT), an offshoot

of SNCF, the French state-

owned rail network. The new
operations will lead to the
addition of two ships.

“Once the winner is

announced it will be in a

strong position to demand
concessions if there are any
disputes before contracts are

finally signed on April L”
More than 100 contracts will

have to be agreed with the

winning bidder, including one

which compensates
state-owned train companies
now using St Pancras for any
loss of ticket revenues if

customers are forced to walk

further along platforms to
board trains because of

construction work. The
existing St Pancras station was
built more than 100 years ago

and is the London terminus for

several cities in the English
Midlands .

Meanwhile the committee of

the House of Commons which
bas been hearing objections
from local residents is expected
to complete its hearings by the
end of this month and report in

February.

It still has to decide on the
length of tunnel to be built in

Islington in north London and
on issues such as the amount
of compensation to be paid to

people affected by the line and
on acceptable levels of noise.

After further scrutiny in
parliament, the bill to allow
building of the high-speed link

is expected to become law
early in 1997.

90% of adults did

what the bishop

declined to do
By Michael Cassell and
Gaiian Tatt in London

THE NATIONAL
LOTTERY

Mr John Major,

the prime min-
ister, did not
do it; neither

did the Rt Rev.

Simon Barring-

ton-Ward, the
Protestant
bishop of Cov-

entry. Mr Tim-Melville Ross,

the director-general of the
Institute of Directors did not
do it either and says he bas no
intention ever of doing 1L

But nine out of 10 adults did

participate in Saturday’s
National Lottery draw -

Britain's biggest single gam-
bling event - to try and win a

share of the record £42m
($64.7mj jackpot While only
three tickets will split the big

prize no fewer than 2^365.106

other tickets can today be
exchanged for cash sums rang-

ing from £10 upwards.
As Camelot. the consortium

which organises the lottery,

waited last night for the three

big winners to identify them-
selves. the debate on the
morality and the economic
impact of a lottery which last

week sold tickets worth £L28m
rumbled on. Mr Major called it

a "huge success” and dis-

missed critics who said it

encouraged greed. But the
Bishop of Coventry said the
lottery was “a corrupting influ-

ence” and called for its aboli-

tion.

The financial community
was also weighing up the
impact - including a record
surge in cash withdrawals

from building societies and
banks, link, the industry body
which covers the cash dispens-

ers in 10 banks and 18 building

societies (mutually owned
savings and loans institutions),

said that withdrawals on Fri-

day and Saturday totalled

£55m - some £llm more than

in the same period last year-

Mr Howard Aiken, Link's

general manager, yesterday
said: “The extraordinary leap

in cash withdrawals over the

last week seems to have been
prompted by the record
National Lottery rollover.

“The lottery has given a sig-

nificant boost to cash pay-
ments which we predict will

alone help contribute to over

one billion extra cash transac-

tions in the UR during 1996.”

KLM and Northwest Airlines have a service that’s in a class of its own. Experience the comfort of more legroom, seats with better

recline, gourmet meals plus personal phone and video. Experience World Business Class.

Contact your travel agent, your KLM or Northwest office or call +31 20 4 747 747-

Jo r B u^s i n e s s Class
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For two

decades

we have

been

successfully

adding value

to the Arab

world’s oil

resources.

In November 1975, APICORP was

established by an international agreement

among the member states

ofOAPEC.

The prime objective ofAPICORP is

financing petroleum and petrochemical

projects and industries in the Arab world

and bevond.

INVESTMENTS
CORPORATION
PO BOX 448, DHAHRAN AIRPORT 31932
SAUDI ARABIA TELEPHONE 1031 864 7400
TELEX 870068 APIC SJ FAX [031 894 50 76
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The revitalisation of SOUTH LONDON
Councils rise

to economic
challenges
Andrew Adonis examines initiatives to
make Southwark, Lambeth, Lewisham
and Greenwich more prosperous
London’s "north/south divide”
may be greatly exaggerated. As
this summer's controversy
over the future of the Royal
Naval College at Greenwich
demonstrated, some of the cap-
ital’s most splendid public
buildings and parks are south
of the Thames.
The Gve inner-south bor-

oughs of Lambeth, Wand-
sworth, Southwark, Lewisham
and Greenwich face serious
social pressures, but so too do
the boroughs to their north.

Judged by objective yard-
sticks, the essentia] contrast is

between inner and outer Lou-
don, not north and south. This
year’s national education
league tables put 12 of the 16
inner London boroughs among
the bottom 20 of England's 108

education authorities rated by
GCSE exam results. All but

i one of those 12 were also
imopg the top 20 far their pro-

’ portion of pupils receiving free

school meals - a fair Indication

; }F social deprivation.

„
Yet the River Thames is a

binding line, in mind as much
ts in fact. Even the gems on
.he south feel their lustre

amisbed by their location.

The South Bank complex is

mdlessly scheming to improve
ts links with the north -one
if the latest ideas is for a cable

ar linking it to Covent Gar
len. Great hopes rest on the
txtension to the Jubilee Line.

: .vhich will include tube stops

n Southwark, Bermondsey
md Greenwich.
The Underground map. one

>f London's most powerful
mages, sums up the south's

iecond-class status. The River

rhames appears virtually as
he city's southern border,
vitb the brightly coloured tube
irtes making only a handful of

• - mostly short - forays beyond
t. The so-called “central” line

• roes no further south than the

’ity. while the “circle" line

lever crosses the river. To add
nsult to injury, the only tube
oute with a substantial
.outhem stretch is called the
northern line”.

Elevating the Thames to be a
lerious cultural focus for Lon-
inn is of critical importance to

hose seeking to bridge the

London divide". As Sir Rich-

mi Rogers, the architect puts
it: “The Thames has the poten-

tial to be a great unifier - our
ambition should be to turn the

Thames into a great silver

park For London.”
There are plenty of profile-

raising plans around. A series

of public debates on “London
in the 2ist century”, organised

by Sir Richard, will take place

in the coming months. Speak-

ers include Mr Tony Blair, the

Labour leader, and Mr John
Gummer, the environment sec-

retary.

Greenwich has launched its

bid - one of four national-

ly - to host the Millennium
Exhibition, intended to usher

in the new century. In Novem-
ber it unveiled a plan that

indudes 2.000-seater launches

to ferry visitors along the

Thames from car parks with a

capacity of 6.000 vehicles.

More immediately, a host of

initiatives ts in progress, or
tinder discussion, to promote
the part of the southern hanit
of the Thames covered by the
four boroughs in this survey.
Among cultural projects, is the
Tate’s new extension. This will
be at Bankside Power Station,
almost next door to the recon-
structed Globe theatre.

Last May. four of London’s
inner city local authori-
ties - the Corporation of Lon-
don, and the boroughs of
Southwark, Westminster and
Lambeth - launched the Cross
River Partnership to raise the
profile of Thames regeneration
Shortly after, Mr Glimmer pub-
lished a consultant’s report
identifying new focal points for
development along the river.

However, there can be no
pretence that raising the pro-
file of tbe Thames over the
medium term will lead to
much early or dramatic
improvement in the environ-
ment for most of the people
living in inner-south London
The four boroughs covered

by this survey - Lambeth.
Lewisham, Greenwich and
Southwark - embrace some
940.000 residents. Together,
their population is almost as
large as that of tbe entire
county of Hertfordshire, which
boasts 10 local authorities.

One fact highlights the soda!
and economic challenge facing

the four boroughs. They com-
prise 165,000 council-owned
homes, malting about one in

two of tbe boroughs' residents

a council tenant That is nearly
three times the national aver-

age. In and beyond the council

housing estates comes the
gamut of inner-city social prob-
lems: drugs, crime, benefit
dependency, poor school per-

formance. and so on.

Nor, alas, are serious street

disturbances a thing of the
past. Last month saw riots

return to Brixton after the
death in custody of a black
youth. Damage to 50 business
premises cost an estimated
£lm.
Acute deprivation exists

alongside extreme affluence.

Nowhere is this more visible

than in the school system. In

Greenwich, Lambeth and
Southwark between 10 per cent
and 15 per cent of pupils last

'

year left school with no qualifi-

cations at all.

Yet the area supports a flour-

ishing private school sector. In

Dulwich College it has one of

the nation's foremost private

schools. Last year, the college

received £1.28m from the
assisted places scheme to sub-

sidise the fees of poor parents
- more than any other school

in the country.

Encouragingly, most of the

area's politicians, voluntary
groups and business leaders

now recognise the need for

public/private partnership to

pioneer regeneration. Even
among Labour councillors,

there is little attempt to dis-

guise the scale of the task, or

to pretend that central and
local government can tackle it

unaided, let alone in a state of

mutual hostility.

Southwark council's latest

handbook is typical. “Team-
work" is emblazoned across a
piece of figurative jigsaw on
the front cover. The council’s

recent strategic review reads
like the blueprint for a corpo-
rate re-engineering project,

with four sections entitled

Most people

now recognise

the need for

partnerships

with the private

sector

“forces for future change",
"strategic management pro-
cesses". "organisational
options” and “transitional

management implications”.

The first is uncompromising
In its analysis. “Arrangements
for public governance are
changing dramatically.” it

declares, “as relationships
between individuals and the
state and the public and pri-

vate sectors are being rede-

fined."

This is a significant change.
Lambeth was the only one of

tbe four boroughs to come
under the undisputed control

of the hard left in the 1980s.

Yet “a mentality of embattled
opposition”, as one of the local

Labour council leaders puts it,

pervaded all four until recent
years.

Mr Tony Travers, director of
the Greater London Group at

the London School of Econom-
ics, says: "Lambeth is a special

case, and it is still too early to

be sure that it has turned the

comer. The others - particu-

larly Lewisham and South-
wark -are mining to he seen
as tiie high-water mark of Blair

managerialism.”

Few would question his judg-

ment about Lambeth. A damn-
ing report earlier this year by
an independent inquiry
described the borough as "in

an appalling mess”, with “vast

amounts of money wasted" and
the provision of local services

“severely prejudiced". It

advised the new chief execu-

tive and councillors - Labour
lost its majority in the last bor-

ough elections and no party
now has overall control -“to
proceed on the basis that mis-

management is to be found In

each and every directorate.”

Ms Heather Rabbatts. the
new chief executive, insists

that an effective start has been
made in reforming administra-

tion. But the work is likely to

take several years.

A host erf urban regeneration
initiatives, public and private,

is highlighted in this survey.

Partnership is the dominating
theme. TO a large extent this

is a product of tbe new politi-

cal climate. But it has also
been farced on the boroughs by
national policy. In particular,

the government’s City Chal-

lenge and Single Regeneration
Budget schemes tie Whitehall
funding closely to partnerships

with the voluntary and private

sectors.

For example. Southwark last

year won £60m under the Sin-

gle Regeneration Budget to

regenerate a particularly

run-down part erf Peckham. Yet
investment secured by the
Peckham Partnership will total

£251m over the next seven
years. The objective is to estab-

lish “desirable residential
areas” and support a “stable

and prosperous community”.

In the renovation of Deptford
town centre, Lewisham already
boasts one of the more success-

ful urban regeneration
schemes of recent years. Mill-

wall football club's new aD-sea-

ter stadium is perhaps the
most visible result. Attention

is now moving to Lewisham
and CatfanL
Greenwich's efforts are cen-

tred on tbe Greenwich penin-
sula. a large area of wasteland
facing Docklands that used to

house gasworks.

There is a strong sense of

optimism among those
engaged in regeneration across

the boroughs. But, as Mr Trav-
ers, remarks: “It’s a bit like

painting the Forth Bridge: it is

often hard to know where to
start, and there is certainly

nowhere to finish."

Transport: by Charles Batchelor

New links, new image
Improved
infrastructure will

help connect the

area with the

wealth of the
capital’s centre

South Loudon became the

home or a conspicuous new

icon uf modem travel when Mr

Nicholas Grtmshaw's interna-

tional railway terminal for

Euroslar Channel tunnel trams

opened at Waterloo in 1«m.

But Waterloo International

station handles passengers

who. for the most part, are just

passing through and serves

only to liighligbl the paucity or

transport provision for people

living and working in the four

boroughs.

Despite their closeness to the

Citv, Westminster and the

West End. the inner London

boroughs south of the Thames

arc a world away in terras oT

prosperity and economic activ

Uy, in part because of lack of

good transport links.

Lewisham summed up tne

problems facing the area in its

unitarv development plan,

intended to set a framework

for planning over the next

decade.
“Lewisham suffers because

of its proximity to central Lon-

don.” it wrote in its draft plan.

“Roads and railways are con-

gested in the rush hours and

local traffic is disrupted. Dur-

ing the morning peak, trains

are already full when they

arrive at stations in the bor-

ough.
“Road congestion affects

emergency services, goods

vehicles and bus services as

well as the safety and conve-

nience of pedestrians and

cyclists. Both the environment

and the health or local people

are harmed by pollution

caused by road traffic.”

The main problem facing the

boroughs is the limited num-

ber of Tube lines running

south of the river. The centre

of gravity of the London

Underground network lies

north or the Thames, with only

the Northern Une penetrating

very far south.

Proposals have been made to

extend other Tube lines further

south, though these have yet

to become firm plans. The East

London Line could go to Lewi-

sham town centre and to Dul-

wich, tbe Bakerloo Line might
also go into Lewisham while

the Victoria Line could go to

Streatham.
But the limited extent of the

present Tube network leaves

British Rail to provide com-
muter and leisure services.

Although the BR network is

fairly extensive its trains can-

not compete with the Under-

ground far frequency.

The difficulties of the south

London boroughs have not

been helped by the lack of an
overall approach to transport

planning in London following

the abolition in 1986 of the

Greater London CouncU. Cen-

tral government's focus has

been on revitalising the econ-

omy and tbe transport links of

east London and Docklands -

little attention has been paid to

the south.

But this may be about to

change. A series of studies car-

ried out by the Confederation

of British Industry. London
Transport and London First, a

public-private organisation

that promotes the capital, has

highlighted the need far Lon-
don-wide planning.

Sir George Young, transport

secretary, responded in

November with an announce-
ment that the government
intends to publish plans for an
integrated transport strategy
for London in the spring.

In the meantime, a number
of projects or proposed
schemes have begun to

improve mobility south of the

river.

Work is progressing on the
flAhn Jubilee Line extension

that will link Westminster and
the West End with Canary
Wharf and the East End
through Waterloo, Southwark,

London Bridge and Bermond-
sey. The 10-mile long line,

involving nearly eight miles of

tunnel, Is expected to open on
time In March 199S, despite
problems encountered with the

tunnelling method employed.
The line, which runs just

south of the Thames through

the four boroughs, will

increase tbe attractiveness of
the area fur both employers
and new and existing resi-

dents. The extension will

improve access to several tour-

ist destinations bvlntfing the
Booth Bank arts complex, the

Globe theatre. Southwark

Continued on page 4
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Regeneration: by John Anthers Retailing: by William Lewis

Projects start

to bear fruit

Shops win planning support

A guide to the
development and
investment
schemes in each of
the four boroughs
The focus of south London's
urban regeneration attempts is

well defined: it is the River
Thames.
To the east, boroughs are

joining with the Medway
towns in Kent, and with south
Essex local councils, to form
the Thames Gateway, a plan to

revitalise tbe whole Thames
estuary’ that has heavy govern-
ment backing. Their land
stares at Canary Wharf and the
other Docklands developments
on the north bank of the river,

and could benefit from the

investment they have
attracted.

To the west, the boroughs of

Southwark and Lambeth are
part of the Cross River Part-

nership. an attempt to regener-

ate the south bank of the

Thames in central London, and
create a livelier and more
exciting hub for the city. The
Partnership wants to link the

two banks more closely -new
bridges and cable cars are

among the possibilities - and
create new tourist centres,

including a remodelled South
Bank centre, a new Tate Gal-

lery in a converted power sta-

tion. and the restored Globe
theatre.

All these projects enjoyed
disproportionate success in

gaining funds from the govern-

ment under the Single Regen-
eration Budget in 1994. And all

the boroughs have fall-back

plans to ensure that projects

go ahead even without central

government funding.

Each of the four boroughs
has a similar geography: a nar-

row frontage on to the river

Thames and a sliver of land

southwards into generally
poorer areas, with more afflu-

ent suburbs along southern
borders. Their differences and
similarities are summarised
below:

• Lambeth: The borough
stretches southwards from the

Waterloo area - including tbe

National Theatre and South
Bank complex - through Bos-
ton and Clapham to the rela-

tively affluent areas of Strea-

tham and Norwood.
In 1994 it won £5.2m for a

project to revitalise the area
around Waterloo, which has
always been a gloomy entry-

point to London. The money Is

being spent on a variety of
measures to provide jobs and
training opportunities. Among
them is the “social firms initia-

tive" - an attempt to enable

people with mental health
problems to enter the labour
market.

The borough is now concen-
trating its efforts on Vauxhall.
where large employers, includ-
ing M16. exist just across the

road from some of the most
deprived estates in London.
Brixton received funding

under the City Challenge
scheme and last year got
£750.000 from English Heritage.

Despite its reputation and tbe
rioting that took place at the

end of 1995, BrLxton’s town
centre bas a number of impres-
sive Edwardian and Victorian
buildings, which will now be
restored and enhanced at a

total cost of £3m.
From this year, the focus of

attention is shifting to the
three more affluent town cen-

tres in the south of the bor-

ough - Tulse Hill, Clapham
and Streatham. The council
intends to introduce closed cir-

cuit television and better street

lighting to reduce crime,
improve road safety and set up
local chambers of commerce.
• Southwark: Stretches from
the Bankside around London
Bridge and Bermondsey south
through Peckham to Dulwich
and Crystal Palace.

In 1994, its bid to regenerate

the five estates in Peckham. a

pocket of severe deprivation In

the centre of the borough,
received £60m under the Single

Regeneration Budget - the big-

gest award anywhere in the
country.

Total investment secured by
the Peckham Partnership is

£251m over the next seven
years. Neither central govern-

ment nor the borough need to

provide as much as a quarter
of this. Private sector sources

account for £S3m of the fund-

ing. with £45m from local hous-
ing associations.

The aim is “to build desir-

able residential areas" and sup-

port a “stable and prosperous

community". Housing takes
£204m - by far the largest

share of the Investment - in an
indication of how poor the
quality of the accommodation
bad become.
The borough plans to sup-

port the project, which has
strong ministerial interest,

with £12m for education, £l2m
for health, culture and sport,

and £llm in enterprise grants.

There will also be funding for

improved community safety

and transport.

• Lewisham: Lewisham
stretches from Deptford
through Lewisham and Catford

to Sydenham and Lee Green.

In Deptford city centre. It

has already seen one of the

most successful regeneration

projects in the LTK. The City

||pg
MI6 headquarters home to a targe employer in Lambeth as avmwki

Challenge scheme provided
£37.5m of government funding,

which has stimulated more
than £200m from the private

sector. The new all-seater sta-

dium for Mill wall football dub.
the first in a wave of new sta-

dia around the country, is one
of the most visible results.

MiilwaU's old stadium has
been demolished, and its site

now provides 400 houses. The
project has also fuelled heavy
investment in skills training

,

particularly in the New Cross

area.

Now, the planners' attention

has switched to Lewisham and
Catford town centres. In Lewi-

sham, the Lewisham 2000 proj-

ect. which started in 1988 and
was recently completed, pro-

duced a pedestrianised high

street, new relief roads, and a
re-designed town centre,

including the relocation of the

town's old Victorian clock
tower. The borough now has a

“town centre manager" to pro-

mote the area, to improve secu-

rity and to co-ordinate develop-

ment.

In Catford. the borough
wants to create a new town
square in front of tbe theatre,

with pavement cates, new-

planting and public art. This
will be possible once the main
roads, which currently divide

the area, have been rerouted. A
new Catford Partnership has
also been set up, with local

retailers and other economic
participants, and it is hoped
some regeneration work,
including retail and leisure

sites, can start before the road

system has been changed.

• Greenwich: The borough
covers a nine-mile stretch of

the Thames, including the
Royal Naval Museum, and
includes Charlton. Blackheath,

Woolwich and Tbamesmead.
In the Greenwich peninsula,

a large area of wasteland fac-

ing Docklands that used to

house gasworks, the borough
has tbe largest regeneration
site in London. The Ministry- of

Defence's decision to leave one
of the area's best known land-

marks, the Woolwich Arsenal,
provides further opportunities.

Now that the wall surround-

ing the Arsenal has come
down, its IS separate listed

buildings rein be appreciated

by the local community,
improving its chances of stimu-

lating regeneration invest-

ment Numerous possible plans

for the site Include a Royal
Artillery museum, which
would add to the borough's
tourist attractions. It is also

one of two London sites (the

other is further north at Brom-
ley-by-Bowi bidding to stage

the UK's Millennium Festival

in the year 2000.

Greenwich, like Lewisham, is

part of the Thames Gateway
London Partnership, which
also includes several boroughs
north of the river, and was
launched jointly at the begin-

ning of December by Mr David
Curry, the local government
minister, and Mr NeD Kinnock,
the EU commissioner.
The partnership includes 11

borough councils, two training

and enterprise councils and the

London Docklands Develop-
ment Corporation, which are
funding the department
jointly. It is billed as Europe's

largest urban regeneration
region, and has its own special-

ist regeneration unit with
three staff.

On a smaller scale, Green-

wich and Lewisham are in

partnership to "clean and
green" the Deptford Creek,
which Is part of the boundary
between the two boroughs,
and which the councils hope
could provide an attractive

waterfront setting for new
development

Southwark

New government
guidelines should
help encourage the
development of
town-centre sites

Officials responsible for

retailing in the four inner Lon-

don boroughs on tbe south
bank of the Thames appear to

have found an unlikely cham-
pion in Mr John Gummer. tbe

environment secretary.

For several years they have
fought a losing battle against
out-of-town retail develop-
ments. The relocation of super-

markets and, more recently,

non-food retail outlets, to out-

of-town centres has hit jobs

and investment in crucial eco-

nomic areas in all four bor-

oughs, retail strategists say.

However, last year the
Department of Environment
released a revised and
strengthened draft of planning

guidelines, called PPG5, which
delighted officials responsible

for retailing in the boroughs of

Greenwich, Lewisham, South-

wark and Lambeth.
“At long Last, the govern-

ment has seen sense and is

backing a policy we have had
in place for the past 15 years,”

says Mr Paul Duffield, director

of environmental services far

Lambeth council, whose com-
ments are supported by offi-

cials at each of the other three

boroughs.

All four cite tbe environment
and acute economic problems
as reasons for wanting retail-

ers to focus on developing sites

in traditional shopping areas.

“Don't forget that out-of-

town shopping centres can cut

out a lot of people who do not

have the means to drive there,

and that those who do are not

exactly helping the enviro-

ment,” says Mr David Taylor,

Greenwich planning manager.
The councils argue that town

centres have been the recipi-

ents of accumulated invest-

ment over many years and are

also vital transport centres.

“Town centres in themselves

serve a wider community func-

tion so it is vital that we pro-

tect the historic investment"
says Mr Brian Regan, principal

planning officer for Lewisham.
Mr Gummer has made his

campaign to restore the “via-

bility and vitality" of town cen-

tres something of a personal

crusade, and it is music to the

ears of the four boroughs.

The DoE's attitude to retail

development is encapsulated in

what it calls the "sequential

test”. Retailers and developers

should look first at town-centre

sites, then at edge-or-town
sites, and at out-of-town sites

only if no alternative is avail-

able. The question of whether
a site is suitable is to be left to

free negotiations between the

local authority, the developers

and tbe retailers.

Such a structure should in

theory help the boroughs to

strengthen their retail strate-

gies. which are based on main-

taining the traditional “hierar-

chy" of retail sites.

Southwark council's hierar-

chy is typical. Peckham is the

“major strategic centre", and
there are seven so-called “dis-

trict centres”. Including Ele-

phant and Castle. Surrey
Qnays and Camberwell. One
notch lower in the hierarchy

are “local centres" including
Old Kent Road, one of the fast-

est growing business and retail

areas in London, and Dulwich
Village.

Southwark admits that Peck-

ham, its strategic centre, is

“not as strong on retailing" as

Lewisham, which has a similar

hierarchy in place. Mr Regan
says that the borough's “plan-

ning policies are designed to

maintain and enhance the hier-

archy”, which stipulates Lewi-

sham town as the borough's
strategic centre.

In spite of belated central

government support for the

councils' retail policies, the

future of top quality town cen-

tre retailing in south London is

far from guaranteed.

“The government's new
guidelines cannot extend to

undoing the out-of-town devel-

opments already built," one
retail analyst says. Some of the

largest shopping centres built

in recent years have been out-

of-town. including Lakeside in

Thurrock. Essex. One large

retailer, with a presence in all

four boroughs, says that Lake-

side has “caused a lot of trade

to disappear, particularly at

peak times”. As important is

the ability of local authorities

to be able to offer developers

and retailers attractive town
centre packages.

Analysts say “site assembly"

is potentially the most difficult

obstacle to overcome, with
most town centre sites requir-

ing redevelopment, rebuilding,

lengthy negotiations and
potentially high costs.

Mr Regan says that the “web
of intricacies in the world of

retailing" must include the
limited scope that local author-

ities have to kick start town
centre developments. "The
clampdown on council finances

has made it harder to put big

planned schemes together." he
says.

Security in town centre sites

is seen by retailers as another

big issue. Several of the coun-

cils are working on providing

or enhancing closed circuit

television in their prime retail

areas, but some retail opera-

tors complain about the length

of time this is taking.

Inadequate

parking

facilities remain

a source of

concern for

retailers

Lambeth council has taken a

policeman on secondment to

help develop its security initia-

tives. “Security is a fundamen-
tal part of what we are trying

to do In developing a local

partnership between traders

and police," says Mr Duffield.

Lambeth provides a CCTV ser-

vice as well as advice on secu-

rity’ issues to traders.

Notwithstanding these initia-

tives. the boroughs face a diffi-

cult dilemma. It is summed up
by Mr Taylor of Greenwich. By
attempting to block retail

investment in out of centre

locations, councils run the risk

of losing out on the investment
altogether. “We do not want
them to move elsewhere," Mr
Taylor says.

Parking facilities in town
centre sites are also a source of

concern for retailers, who com-
plain that empty promises by
council officials to create new

multi-storey car parks “are as

common as Royal family scan-
dals".

All four local authorities say
they are aware of the need to

upgrade car parking facilities,

creating more spaces and
improving safety standards.

But they argue that their abil-

ity to put together packages to
compete with out-of-town
greenfield sites is reduced by
central government spending
curbs.

However, the councils point

to a number of initiatives that
should Improve the relative
attractiveness of their town
centre sites for retailers. Lewi-
sham, for example, has
appointed a town centre man-
ager. “His job is specifically to

talk with the individual man-
agers In the centre and do
things that will help them to

stay," says Mr Regan.

Council officials cite several

planned town centre develop-

ments as evidence that their

efforts are having some effect.

For example, in Brixton,

London and Cambridge Proper-

ties is planning a £33m scheme
to develop a two-storey shop-

ping centre above the tube sta-

tion. The development of what
is known as the Central site

has been a long-term policy

objective of Lambeth council,

but London and Cambridge's
planning application was the

first it received.

Southwark was encouraged
by reports last December that

suggested that UK Land, the

quoted property company, was
close to refinancing Its main
asset, the bright pink Elephant
and Castle shopping centre.

All four boroughs are bullish

about retailing in their key
areas over the next five years,

partly because of non-retail

developments. Southwark, for

example, predicts “a major
expansion of food and non-food

retailing" in the Borough High
Street, Bankside and London
Bridge area as a result or the

development of the Globe thea-

tre. the Royal Opera and Jubi-

lee Underground line.

The borough states that

"Hay's Galleria types of shop
will move into Bankside and
Borough Market areas" and
that more shopping facilities

will be provided at London
Bridge Station.

Job hopes lie in services
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Light industries

wifi provide the
employment
prospects of the
future

With “old" industries, which
were generally concentrated

on the docks of the River
Thames, long since gone.

South London has had to look
to the development of new
ones.

Much of the area's potential

is connected with the

completion or the Jubilee line

underground extension,

which win have new stations

at London Bridge,
Bermondsey, Surrey Quays/
Canada Water, and North
Greenwich. In addition, the
proposed extension of the
Docklands Light Railway to

Lewisham, and a strong
possibility that Greenwich
could be the successful bidder
to host the Millennium
celebrations, could also

stimulate Industrial and
commercial development.
Improved transport links

will, of course, aid the tourist

industry. Tbe better

connected the south is to the
centre, the greater its appeal
to visitors. Robert Gordon
Clark at the London First

Centre, a private and public
sector partnership to promote
inward investment to the
capital, believes south
London could be an answer to

the capital's accommodation
crisis. “There is a great need

for both two and three star

hotels in London, and quite

often the central London
hotels are fall,” be says.

Two potential growth areas

for hotels and restaurants are

the developments in

Southwark of the Tate's new
Museum of Modern Art and
the Globe theatre. It is likely

that small retail units,

restaurants and perhaps
hotels will cluster round
these new arts facilities.

One of the blueprints for

south London regeneration is,

perhaps, Surrey Quays.
Formerly Surrey Docks, the

site was largely deserted by
the time the London
Docklands Development
Corporation was formed in

1981. It became, however, one
of the main focuses of LDDC
activity and has since been
transformed into a retail unit.

Associated Newspapers
relocated its printing plant
there during the general
exodus of the newspaper
industry from Fleet Street,

and in so doing became tbe
area’s main industrial unit
Tbe LDDC has now

encouraged tbe development
of a second phase, known as
Canada Water, which will

extend shopping facilities and
lead to a significant leisure

development On an
eight-acre site purchased
from Southwark council, new
employment will be provided
in the leisure industry by the
construction of a big cinema
complex, bowling centre and
restaurants. Completion of

this phase is scheduled for the

end of 1996.

In an effort to recruit local

people into the leisure

industry, a training school for

potential chefs has been
established at another
LDDC-backed site. Butlers

Wharf, where there is a

number of restaurants.

Further south, the Deptford
City Challenge has helped
regenerate Lewisham.
Established in 1992, ft was
given government funding
worth £37.5m over five years.

Ms Caroline Shorten, of

LDCC, says that a £6m
regeneration hind encouraged
new companies to move into

the area, creating

employment for local

residents. It is expected that

by 1997 some 3.000 new jobs
will have been created.
Tbe retail industry wiD

become a leading employer in

Lewisham this year when J.

Salnsbury opens a
supermarket at New Cross.

This, says Ms Shorten, is

likely to lead to 350 new jobs.

On the same site will be a
new Gala Clubs bingo hall

and restaurants.

“The Sainsbury move
brings a credibility to the
area and speaks volumes for

it in terms of opening new
opportunities," says Ms
Shorten.
Among businesses

relocating to Deptford
recently has been Advanced
Systems and Support, a

high-tech computer
maintenance company, which

became aware of the
initiatives being taken In

Deptford after the LDCC
launched a television

advertisement that was
shown in the M25 area.

This company actually

relocated from another part
of south-east London, and so

bore out one of the policy

Initiatives of Ms Jane
Calvert-Lee, the London
director of the CBL Ms
Calvert-Lee says that one of

the principal intentions when
liaising with member
companies is to suggest that

they consider expansion
within the area rather than
relocating to another part of

the country. Companies are
also encouraged to get their

suppliers to relocate near to

them, SO mariinlring the
benefits to the local economy.
Where the Deptford City

Challenge has led. It Is hoped
that initiatives by the new
Thames Gateway will follow.

A partnership ofn London
borough councils, including
Greenwich and Lewisham, the

London Docklands
Development Corporation,
and public and private

enterprise, the Gateway was
launched late last year. Its

creation has been lauded by
Mr Neil Kinnock, EU
Transport commissioner, as
signalling “the start of a vast
programme of urban renewal
that will breathe new life wwd
revitalise the Thames.”
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Education; by John Authers

Reforms gain
momentum
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South London’s education system is
battling with a legacy of entrenched
under-performance.

Last year, 14.9 per cent of 16-year-
olds in Greenwich left school with
no qualifications at alL There were
similarly Ugh figures in Southwark
(13.4 per cent) and Lambeth ns ->

per cent). The national average, by
comparison, is 8.1.

Ofsted, the government schools
inspectorate, is making a special
investigation of all the schools in
Lambeth over the next year, due to
the significant number of schools in
the borough that it had already
found to be -failing*'- Lambeth is

one of only two boroughs in the
country to be -singled out for such
attention. -

And the government’s "league
tables" of schools' performance in

public examinations also do the
four boroughs no favours. In a table
ranking authorities by the number
of students reaching at least five Cs
at GCSE (the traditional benchmark
for moving on to sixth-form studies)
last year Southwark came 105th out
of 108. In the previous three years,

it had finished either 108th or 107th.

On the same scale last year. Lam-
beth finished 103rd, Greenwich 94th,

and Lewisham 90th.

Lambeth and Southwark also
have among the worst 10 absentee-

ism records in the country.

On first sight, these are deeply
depressing figures. Like other eco-

nomically deprived areas, south
London’s education system is not
producing pupils who have the
skills to help revitalise the local

economy.
However, the area’s local educa-

tion authorities are malting strenu-

ous attempts to improve the situa-

tion, and they have plenty of help

from outside agencies. South Lon-
don gained two new universities in

1992 when South Bank University,

whose main campus is near Ele-

phant and Castle in Southwark, and
Greenwich University were up-

graded from polytechnics.

The authorities all appear to be
progressing, albeit from a very low
base. Southwark’s successful effort

to move off the bottom of the league
table has included employing teach-
ers on separate, part-time contracts
to take evening and Easter revision
classes.

Lewisham has piloted anti-tru-
ancy measures with a Schoolhouse
programme. Disaffected pupils are
taken out of the school environ-
ment to attend lessons in a norma]
terraced house in Deptford, receiv-
ing tuition that is organised jointly
by the council Lewisham Col-
lege. High technology is also being
used: Lambeth's primary schools
are now on-line, forming one of the
UK’s first local education highways.
At school level, the area boasts a

City Technology College in Lewi-
sham. In Lambeth, where the
majority of secondary schools have
opted out, some schools have made
controversial proposals - so far
denied by the Department for Edu-
cation - to introduce academic
selection in their recruitment of
pupils. This follows the 8«»rl«ion by
grant-maintained comprehensive
schools in neighbouring Conserva-
tive-controlled Wandsworth to
select half of their pupils on aca-
demic ability.

The presence of numerous Angli-
can and Catholic schools, and a
range of single-sex schools, also
ensures a varied choice for parents,
while the area’s independent
schools receive big subsidies from
the government to take an children
from low-income families through
the Assisted Places scheme. Dul-
wich College received £i-28m from
the government in 1993-94, more
than any other school in the coun-
try.

But it is the area’s higher and
further education that is having the
most direct impact on the local

economy.
The universities. In particular,

have placed themselves at the heart
of attempts at regeneration. Both
can stimniatp development by vir-

tue of their size. (South Bank dou-
bled its intake between 1990 and
1992).

But both deliberately cater for the
needs of the area, with a concentra-

tion of older students, many of
whom take part-time degrees while

continuing with their normal jobs.

In 1992-9S, 77 per cent of Sonth
Bank's entry for full-time courses

were "mature students’* (over 21).

as were 61 per cent of students at

Greenwich. This reflects efforts to

re-skO! the local workforce.

Both universities also act as con-

sultants to local smaD companies.
Their capital developments alone

have a significant economic impact.

Greenwich has used innovative
partnerships with the private sector

to house its new students, striking a
£i2m deal with Wimpey, tbe con-
struction company, to design, build,

finance and operate new student
accommodation in return for an
annual rent. After 30 years, the
buildings wfl] return to the univer-

sity.

South Bank is building a £l3m
ball of residence at St George's Cir-

cus. near Elephant and Castle,

while a £4m information technology

centre on the Borough Road, near
Bankside, will open in September.

Hie centre will include 1,000 com-
puter work stations, and wfl] func-

tion as an “electronic library", with

access to CD-Roms, external data-

bases and the Joint Academic Net-

work (JANET). The centre will have
extended opening hours, and the
university will hope to make it

THE REVITALISATION OF SOUTH

M Local government by John Authers

Losing the loony’ label

Door ot opportunity; universities are helping re-skill the local workforce rory/Ma**

available to the public.

Mr Gerald Bembaum, vice-chan-

cellor of South Bank, says the uni-

versity also has ambitious plans for

a further site on St George's Circus,

which would include student
accommodation but would also be
available for community activities

-such as a health centre, or ser-

vices for the elderly.

But Mr Bembaum is also keen to

use the university’ to attract custom
from outside the UK. South Bank’s
courses, which are mostly voca-

tional, and Its position near to the

Thames and the centre of London,
have made it popular with students
from elsewhere in the £U. Degree
courses that last four or five years

in Germany can be completed In

three at South Bank. In the process,

students can gain fluency in the

English language. More than L200
students came from other EU coun-

tries to take degrees at South Rank
last year. The benefits to the local

economy are not insignificant: all of

these students must have spent
money in the area during their stay.

Thanks to new
management
strategies, the councils

are at last shaking off

their old image

,
Superficially, south London’s four

borough councils look rather simi-

lar. All were Labour-coutrolled vir-

tually continuously for a decade,

and have to battle with serious lev-

els of deprivation. They all tend to

be laheDed “loony Left” indiscrimi-

nately by the press.

But this homogeneity is only
superficial. The uniform party
political outlook conceals huge dif-

ferences in managerial culture and
effectiveness, and in history.

Greenwich is a moderate council

that never fitted the loony left

label. Lewisham is well established
as one of the most innovative and
best managed councils in the UK.
while, in the past few years. South-
wark has shown signs of emulating
it, using rather more radical plans.

Lambeth, considered king of the
“loony left” contingent for policies

adopted in the past two decades,

has spent most of the 1990s trying
to turn the tide.

The council has had three chief
executives in the past three years,
each of whom has tried to overturn
the serious legacy of mismanage-
ment While councillors indulged
in confrontational policies, such as
resisting the government’s decision

to “cap” their rates in 1987. or pub-
licly announcing they would not
pay their poll tax in 1990. lower
level managers were left virtually

unsupervised.
In 1994, Labour lost overall con-

trol of the council, gaining only as
many seats as the Liberal Demo-
crats. Tenants' dissatisfaction with
the appalling disrepair of the bor-
ough's estates was generally held
to blame.
Lambeth has been frank about

the problems for several years now,
and in 1994 published a report by
Miss Elizabeth Appleby, an inde-

pendent barrister. This found that,

as of October 1994. Lambeth, whose
annnal budget is about £600m, was
owed £200m in unpaid rents, coun-

cil tax and poll tax arrears.

Miss Appleby advised Lambeth’s
new chief executive. Ms Heather
Rabbatts, recruited from nearby
Merton after intensive head-bunt-

ing, "to proceed on the basis that

mismanagement is to be found in

each and every directorate".

She appears to have done so, as

all the borough's departmental

directors have been replaced since
she took over a year ago. Ms Rab-
batts is now making a series or
what she calls "single policy hits”,

whereby officials Tocos on individ-

ual issues and repent to the chief

executive. “We’ve had estates
where the lights have been on all

day and off all night for the last

two years. I have one officer,

answering directly to me. working
exclusively on estate lighting," she
says.

If anything emphasises the
change of attitude at Lambeth, it is

the borough’s stall at the last CBI
animal conference. The stall had
plenty of visitors, according to Ms
Rabbatts. “and all of them said
they’d never bave worked with
Lambeth before, but they would
now".
Ms Rabbatts even wants finally

to solve the problem of the bor-
ough’s direct services operation.
Lambeth is looking for a private

sector buyer to take it over, effec-

tively "externalising" the operation

and exposing it to private sector

disciplines. The council would
retain a stake, and the organisation
would remain contracted to it.

With rather less fanfare, neigh-

bouring Southwark, still Labour-
controlled, has already accom-
plished an impressive managerial
shift. On a range of indicators pul-

bished last year by the Audit Com-
mission. its housing service (which
owns the largest council housing
stock in London) is shown to be
comfortably the best in the city.

Behind the figures lies a welter
of sweeping managerial changes
pushed through with cross-party
backing by the borough’s soft-spo-

ken chief executive, Mr Bob Coom-
ber. The number of senior manag-
ers was cut by more than half, from
11 to five, leaving the incumbents
to concentrate on strategy, and,
coupled with staff cuts elsewhere,

saving Elm from the annual wage
bfll.

Middle managers now take more
responsibility. This is particularly

true of the housing department,
where power has passed down to

individual estates and is exercised

by tenants' associations in conjunc-
tion with local housing managers.
The intention is to make the coun-
cil serve clients, rather than defend
departmental fiefdoms.

Brutal performance indicators

are used across the borough, with
each estate being told monthly how
its figures on arrears, vacant flats

and so on compare with others, and
schools told how their exam results

in Individual subjects stack up.

South Loudon’s best-established

example of the competitive spirit in

local government is in Lewisham.
There, DirectTeam, the organisa-

tion that provides blue- collar ser-

vices, has proved fiercely competi-

tive in answer to strong incentives

provided for it by the council.

Uniquely among council direct

services operations, DirectTeam
started as a refuse collection group,
which successfully became the first

to introduce wheely-bins to a met-

ropolitan borough, and then succes-

sively took over the organisations

covering all Lewisham’s blue-collar

services.

Typically, DirectTeam would
take on a service that was failing,

torn it around, and pass on (some
of) the savings to the council, while

also using them to invest in the

next failing service that it needed
to take over.

Its formidable list of national

prizes includes a national training

award from the old Department of

Employment, and a Chartermark
for customer care, it was also the

first public sector organisation to

receive the British Standards Insti-

tute’s ISO 9000 for all its services

and is the largest public sector
organisation to be recognised for

the Investors in People classifica-

tion.

DirectTeam is an enlightened
employer, advertising Tor staff with
promises or strong, accredited
training schemes, including an
Open Learning Centre where
employees can improve their liter-

acy and numeracy, and learn about
word processing and spreadsheets.

The organisation also offers

training opportunities to the local

unemployed, recruiting about 1 10

people each year to take courses in

building skills, which also lead to

national vocational qualifications.

Last year, this led to the unprece-
dented step of the organisation's

managers setting up a management
“buy-in" of AAH Environmental
Services, one of the biggest local

government contractors with a
workforce or 2^00, in a deal worth
£32m- This allowed its managers to

expand their business in a way
denied to them under current legis-

lation. which limits trading by
local authorities.

Lewisham has also led the coun-
try in experimenting with the con-
cept of the “electronic town hall".

Last year it provided "video boxes"
in different locations in the bor-

ough where citizens could record

their complaints or suggestions.
Several hundred took the opportu-

nity to do 80.

From its beginnings in 1959, Brown & Mason
has grown in to a multi million pound Group of

companies operating the length and breadth of

the UK. It has accumulated unrivalled experience

in the safe demolition and dismantling of 19 com-

plete power stations such as Bankside, London;

gas works, dockyards, hospitals, petrochemical

installations, chimneys, city centre developments,

cooling towers, large industrial and commercial

structures together with domestic housing.

Its success has been achieved due to its

ability to adapt to changing market and legislative

conditions and to meet the challenges they

present. In addition to its well known involvement

in demolition and dismantling, the Group has

considerable expertise in the following areas :

• Facade retention and temporary works -

particularly in town and city centre projects

• Materials recycling and scrap reclamation

• Asbestos, toxic waste and contaminated
land removal

• Plant and transport

Its many contracts are carried out through

the use of in house facilities, employing direct

labour and its own transport, plant and machinery.

Brown & Mason offers its customers

a complete service with an assurance that

all work wiil be carried out professionally,

competitively, safely, on time and with

careful regard For the environment.

•/S, . - j

~-3aR35|
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Member of «« British Safety Council

For further information please contact the Chairman and Managing Director - Mr. Terry Brown
Brown & Mason Limited . Court Mount . Canterbury Road . Birchington . Kent . 07 9TA

Tel: 01843 841711 . Fax: 01843 841721
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Tourism: by Scheherazade Oaneshkhu

Faith grows
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New hotels and
new sites may
break the north's
stranglehold on the
leisure business

London is unquestionably the

main tourist destination in the
UK. Of the 2lm overseas visi-

tors who came to the country
in 1994. 11.5m headed for the

capital. In addition, some 8.6m
domestic visits were made.
Tourists spent £6-4bn in the

capital in 1994; the London
Tourist Board expects the
equivalent figure for 1995 to

stand at £7bn, and the umber
of borne and overseas visitors

to total 2lm.
Yet south London gets only

a fraction of these financial

benefits. Its biggest tourist

attraction, Greenwich, does
receive 2m visitors annually,
thanks to the National Mari-
time Museum, the Royal
Observatory and the Cntty
Sark ship. However, the aver-

age visitor does not spend
more than half a day in the

borough.
The main problem for south

London is that the capital's

most popular tourist attrac-

tions are all situated north of

the Thames. The British
Museum, the National Gallery,

St Paul's cathedral, the Tower
of London, the Tate Gallery
and Westminster Abbey are
London's most frequented
tourist destinations, attracting

between them more than 19m
visits a year.

Tourists not only visit sites

- they also go to the theatre

and spend £1.25bn a year on
shopping. Here, once again,
north of the river has the
advantage - this is where Lon-
don's main shopping districts,

Oxford Street and Knights-
bridge, are located. Its theatre

and restaurant heartland is

also in the West End.
However, south London has

its fair share of attractions,

anchored by the South Bank
development of theatres, cine-

mas, galleries and restaurants
near Waterloo bridge. Such
south London sites as Tower
Bridge, the Design Museum,
RMS Belfast. Southwark
Cathedral, the London Dun-
geon and Lambeth Palace also
attract a steady stream of visi-

tors.

Two attractions that should
increase visitor numbers sub-
stantially are also being devel-

oped: the replica or Shake-
speare's Globe theatre and the
Tate Gallery of Modem Art at

Bankslde power station on the

bank of the Thames in South-
wark.
The Millennium Commission

has awarded the Tate £50m
towards the estimated £106m
cost of the development of the

Tate Gallery of Modem Art.

and the Globe was recently
given a £l2-4m grant by the

Arts Council.

The new gallery, which will

show around 1,000 master-
pieces of 20th century art. is

expected to open in 2000. The
Tate Gallery on Millhank will

return to its original role as a
museum of British art. There
are also plans to link Bank-
side, which is opposite St
Paul's cathedral, to the north
bank with a new footbridge
across the Thames.
These developments coincide

with recent initiatives by the

London Tourist Board and the

government to try to spread
the benefits of tourism to

sonth and east London. The
London Tourist Board was
recently awarded £350.000
over five years through the
government's Single Regenera-
tion Budget challenge fund
1996 for its TourEast London
project.

Greenwich and Southwark
are two of the live boroughs -

the others are Hackney, Tower
Hamlets and Newham - in the
TonrEast consortium, which is

promoting tourism to east
London and which also
includes the London Dock-
lands Development Corpora-
tion.

Mr Robert Chenery, bead of

WALWORTH V

Be of I Dogs ;£
•v Ida® .i.-l

v \uscAg

items Road Bariv]

THAMESMEAO
WEST.

ABBEYWQ0Q
j

JwmkCfc WNBTOH
.^VAUXHAEfc "7

/
1

/ f : :v :

:a
- mbmsfc

DEPTFORD

AlWdQl

WOOLWICH

OOCuorSaA

To' “u*“m
H RojU OWervaSxv GREENWICH

v BtfEttlEATH.; - s O
SHOOTER'S
MU

STOCXWBJ. 7' tV-'
'-^Lewciaai

lewshaSi -

\ V WOBROOKE

SOUTHWARK BEXLEY

LAMBETH
LEWISHAM

HONOR
OAK PARK

WANDSWORTH

STREATHAM
HBJ_\

TUSE^
KILL \\

_ DUMA9 rnffr

- FOREST
HUL

STREATHAM
• .L WEST ?.
. Tkdrvyooov.

YDB?HAM

MERTON
BROMLEY

y-- ' ••
.

T‘.
’/ •' jrr : »'•

L -V. : .v.v.
;:v^ mm

hi!
'
rfe"’ 1?

Greenwich, where the National Maritime Museum, Queen's House and the Royal Naval College help attract 2m visitors annualy

Living conditions are improving.
(Well, that’s what

the residents keep telling us.)

4P-

mmW®

development at the Loudou
Tourist Board, says the gov-

ernment recognises the impor-

tance of tourism as a mecha-
nism for urban regeneration

and as a way of revitalising

areas that do not have the
obvious attractions of the
West End. In addition, areas

outside central London have
the potential to attract second-

time round visitors who wonld
like to see something different

from their first trip- (Sixty per

cent of London's tourists make
repeat visits.)

The London Tourist Board
and Christie and C-o, the prop-

erty surveyors, have also
launched a campaign to stimu-

late hotel building, particu-

larly in areas outside the city

centre. The LTB estimates that

10,000 more rooms could be
needed by 2000 to cope with
growing tourist demand. The
main shortage is of affordable

hotels and, given the high cost

of land in central London, it

seems sensible to situate new
hotels in areas outside the cen-

tre such as Docklands and the

Sonth Bank.
Last summer, Accor, the

French hotels group, opened
one of its three-star Novotel
hotels near Waterloo station

and Lambeth Palace, home of

the Archbishop of Canterbury.
Whitbread, the brewing and

leisure company, last month
said that it would be building

two hotels in County Hall, the

former home of the Greater
London Council, on Westmin-
ster Bridge on the south side

of the Thames. The move was
welcomed by Ms Virginia Bot-

tom!ey, the National Heritage
secretary, as “a vote of confi-

dence in the efforts we are
making to attract more visi-

tors”. Whitbread is developing

a 200-room four-star Marriott

hotel and a 318-room Travel

Inn budget hotel and is also

planning two other Travel
Inns, one of 220 rooms at Bus-
ton and one of 150 rooms at

Putney Bridge.

Mr Trevor Ward, director.

BDO Hospitality Consulting,
says this development will

help focus attention on the
south of the river as a tourist

destination.

However. Mr Ward believes

it will be more difficult to

attract tourists to hotels in

some other parts of south Lon-
don. “County Hall is on the
doorstep of the city centre bat
in other areas you’d need more
than a hotel - you'd need a
reason for staying there. It

could be difficult to make
money out of building a tour-

ist attraction in some of these
areas," he says.

The LTB’s Mr Chenery dis-

agrees. He believes there is

demand for hotel accommoda-
tion in the sonth London bor-
oughs and cites the Scandic
Crown hotel at Nelson Dock in
Southwark and the Britannia
International In the Isle of
Dogs In the east end as evi-
dence. “A market exists and
the scope to develop hotels in

the centre is not easy," he
says.
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Cathedral and HMS Belfast.

It will also bring Canary
Wharf within 10 minutes of

Waterloo and and at peak peri-

ods is expected to carry 18,000

passengers in each direction

every hour.

The Jubilee Line extension

makes no fewer than four

crossings of the Thames,
emphasising the extent to

which the river forms a bar-

rier, particularly in east Lon-
don.

Another important crossing

under the Thames will be pro-

vided by the Lewisham exten-

sion of the Docklands Light
Railway. This will link the Isle

of Dogs to the north and
Greenwich and Lewisham to

the south. Four consortia have
been short-listed to build the

£100m-£130m extension and are

expected to put in their final

bids later this month. The 4Vs

mile extension is expected to

carry 10m passengers a year, a
quarter of the total using the
DLR network, by 2004.

If all goes according to plan,

the extension will be open in

1999. linking Lewisham town
centre through Deptford and
Greenwich with Canary Wharf.
This would both improve job
prospects for people in south
London and give employers in

Docklands a bigger pool from

which to recruit staff

The extension also has the

potential to increase tourist

and leisure travel between cen-

tral London and Greenwich.

This, however, may prove pro-

hibitively expensive - an
underground station at the

Cutty Sark site on the Green-

wich waterfront would cost

£14m to build.

There are no immediate
plans to reintroduce trains in

the four boroughs, although a

proposal for a line linking

Kings Cross with Waterloo and
the Elephant and Castle is

being investigated by London
Transport and the councils

involved. London's last tram

ran between the Victoria

Embankment and New Cross

in July 1952.

Further south, however, the

Croydon Tramlink project Is

making good progress. Four
consortia have been shortlisted

to make final bids for the

£160m project The 17-mile net-

work would speed up journey
times between Wimbledon.
Croydon, Beckenham and New
Addingtoa
The Croydon Tramlink

would provide a desperately
needed orbital connection in

the south of the capital, where
most existing rail lines run
radial services into the centre.

A start is being made with
the transport links needed to

connect the four boroughs
more closely with the eco-

nomic life of the rest of the

capital but there is stm a long

way to go.

The Financial Times
plans to publish a

Survey on

Kent
on Thursday,

7 March 1996,
• The FT is circulated in 160 countries

worldwide, with a readership in excess of one
million people.

• The Weekday FT is read by 162,000 business
executives in Great Britain.

• More business executives in significant UK
organisations read the FT than any other
National Daiiy Newspaper.

• More than half of Europe's top Chief
Executives read the FT.

• The FT reaches more Captains of Industry in

Great Britain than any other national
newspaper.

For a full editorial synopsis and details of

available advertisement positions, please contact

Jeremy Nelson
Tel: 0171-873 3447 Fax: 0171-873 3062

Data Sooroes: BBS 1995, EBRS 1993. C01 1992

FT Surveys
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GERARD BAKER:
GLOBAL INVESTOR
Financial markets received the
news of the departure of the latest

Japanese prime minster on Friday
with customary sangfroid. In

Japanese political drama, the
actors may change with
bewildering rapidity, but the plot

evolves rather more slowly. Page 24

ROBERT CHOTE:
ECONOMICS NOTEBOOK
Governments have spent much of
the 1990s learning to live with
disenchantment among the
electoral^ pivotal middle classes.
So it is somewhat ironic that
In countries such as the US.
many economists have argued
class is shrinking. Page 24that the middle

BONDS:
With bank loan Interest rates at their lowest for
many years, and not seen rising in the short term,
dealers in the International syndicated loans market
are gearing up for another busy year. Page 26

EQUITIES:
For shares in London, the most important
economic numbers due this week are likely to be
Thursday's manufacturing output and industrial

production figures. In the US. talks between
President Clinton and the Congressional
Republicans over the budget dispute will continue
to be a significant factor. Page 27

EMERGING MARKETS:
Investors hoping the new year would usher in a
better performance in Taiwan's stock market than
last year's abysmal showing met severe
disappointment The news is not likely to get much
better during the first half of the year. Page 25

CURRENCIES:
In spile of the wrangle over the US budget most
analysts and investors are bullish, with good
reason, about the dollar, but it is by no means
one-way traffic. Page 25

COMMODITIES:
Pests and drought devastated cotton yields last

year, sending prices to record highs. So seminars
on biotechnologies to fight such blights are

expected to attract swarms of participants at this

week's 1996 Beftwtde Cotton Conference.

Page 24

INTERNATIONAL COMPANIES;
Goldman Sachs, the US investment bank, is close

to buying AMF. the country's biggest operator of

bowling alleys, for about $1bn. Page 23

UK. COMPANIES:
Meggitt, the aerospace and electronics engineering

company, is today expected to announce the

resignation of Mr Nigel McCorked, its deputy
chairman. Page 22

STATISTICS

Base lending rates -.29 London recent issues 29

Company meetings 1 1 London share service ..30,31

Dividend payments 11 Managed fund service .32.33

FT/S&P-A World indices .. 24 Money markets 29

FT Guide to currencies .... 25 New Snt bond Issues 26

Foreign exchanges— .—29 New York shares 35
World stock mkt indices.. . 23

Intel admits Pentium chip speed error
By Louis® Kehoe
in San Francisco

Intel Pentium microprocessors, used In the
latest high-performance desktop personal
computers, are not as fast as had been
claimed by the chip manufacturer. An
error in software used to determine the
speed of the chips produced false results,

overstating the performance of some of
Intel's newest Pentium chips by about 10
per cent the company announced on Fri-
day.

The error is an embarrassment for Intel,

the world’s largest chip maker, reviving
memories of the 1994 revelation of a defect
in early versions of the Pentium chip. •'We
are embarrassed and truly sorry for this

oversight,” said Mr Fred Pollack, director

Faulty software brings fresh embarrassment
to world’s largest microprocessor producer

of Intel’s measurement, chip architecture

and planning group.
Intel’s admission and its apology are in

sharp contrast to the company's response
in 1994 when a mathematics researcher
discovered a haw in the Pentium chip.

Intel at first denied the significance of the
flaw. An outcry forced the company to

offer to replace the chips at a cost of

$475m.
Having learnt its lesson. Intel has taken

a different approach to the latest Pentium
problem. ‘'Rather than hiding it or saying
it’s not important, we are making this

information public. And if we take a shot
in the stomach, we take a shot in the
stomach." the group said. However, inves-

tors did not appear to be concerned by
Intel’s announcement. The ’ company's
shares dosed unchanged at $57Va on Fri-

day.

Intel's dominant role in the market for
microprocessor chips used in PCs is

unlikely to be affected. Although competi-
tors make faster chips, Intel’s devices have
become the industry standard, accounting
for about 80 per cent of microprocessors
used in the PC industry.

However, Intel could face customer com-
plaints. The company said it was investi-

gating whether any customers had pur-
chased its chips solely on the basis of the
defective test

Separately. Intel and Advanced Micro
Devices reached a five-year cross-licensing

agreement on patents and certain copy-
rights. the semiconductor manufacturers
said. Financial terms of the new agree-

ment were not revealed. A previous licen-

sing agreement between the companies
expired at the end of 1995.

Intel and AMD have a history of legal

battles oxer intellectual property rights.

The companies reached a broad settlement
' 12 months ago and agreed as part of that

settlement to negotiate a new cross-licen-

sing pact.W ¥ - — “ — — —— • IUb Miwmi 1^ Lljl.l U^U ill I I ifc A. W mUUOU J .

Opinions are divided over prospects for shares in 1996 after astonishing increases in 1995

r>u
V T 4V4.VV* v/ V WL V/U^/VVI.U X V/JL JUUiVj XX

Pharmaceutical groups
finish the year on a high

Top 10 companies by sales, 1255

S
hares in the pharmaceuti-
cals sector had a marvel-
lous 1995, but 1996 may not

turn out to be as lucrative for

investors.

Last year's performance was
unexpectedly strong: shares in

the world’s pharmaceuticals com-
panies rose 47 per cent their best

performance since 1966. They out-

performed global stock markets
by 26 per cent.

Some companies did spectacu-

larly. Shares in US company
Pfizer, the world's seventh big-

gest drags company by sales,

rose more than 70 per cent.

Merck of the US and SmithKline
Beecham of the UK bad share

price rises of over 60 per cent
The increase in Merck's market
capitalisation was more than
$25bn.
Analysts are united on the two

main reasons for their astonish-

ing rise. First drug shares had
fallen 6 per cent between 1992

and 1994 as investors fretted over
the possibility of US healthcare

reform and the reality of cost

controls imposed by governments
in Europe and Japan.

The recovery from this low
level came when the US reform

plans were shelved and when it

became clear that changes else-

where could be absorbed without
serious damage to profitability.

Second, drugs industry execu-

tives discovered they could cut

costs with little apparent damage
to prospects for growth. The
1980s was a decade of unprece-

dented profitability in the sector.

Many companies, by their own
admission, allowed cost control

to fall down the agenda.

Much of the recent restructur-

ing came after mergers or acqui-

sitions. Glaxo announced savings
of £700m (ji.ibn) a year after its

£9.1bn takeover of Wellcome last

year. Bid speculation and the
prospect of lower costs lilted

share prices.

If there is little dispute about
why 1995 was so good, there is

plenty of room for divergent
views on 1996. Leading the pessi-

mists is BZW, whose 126-page
analysis of the European pharma-
ceuticals sector, published last

week, announced: “The bear is

back!"

Its argument is based largely

on share price charts and price/

gamings ratios. Looking back at

the last five years of share prices

and earnings. BZW notes that the

sector has never been able to

stay above a 21 times price/earn-

ings ratio for long.

“The sector started 1995 on 12.1

times earnings. Today's valua-

tion is a heady 21 times," it says.

"Valuations cannot be main-
tained at this level." It adds that

“drug price pressures have not

gone away". Healthcare reform

may re-emerge as a US presiden-

tial election in November nears.

BZW says investors should
“take profits" in a number of
their pharmaceuticals invest-

ments. Some shares including
those of Glaxo Wellcome and
Pharmacia & Upjohn, will be
cheaper in a year’s time than
now. Few analysts are as pessi-

mistic as BZW, and some take an
opposing view. James CapeL for

example, argues that the extent

of profitability improvements
likely from cost-cutting has not
yet been realised.

Mr Andrew Hyman, a Capels

pharmaceuticals analyst, picks
companies in continental Europe

as likely to have a good year
because they are yet to make as
many cuts in their costs as their

US. UK, and Swiss rivals.

He forecasts that the sector
"will do well” over the year, sug-

gesting if inflation returns, more
cyclical sectors would benefit.

Mr James CuIverweD, of stock

broker Merrill Lynch is upbeat
He says that mergers and cost-

catting "are extremely beneficial

to the sector in the long term”.

“Same of the less efficient com-
panies have been taken over.

Successful companies have elimi-

nated borderline research pro-

grammes. Hie result is a much
more efficient industry," he says.

Much of the disagreement
could be resolved by any sharp
move in the strength of the US
dollar, in which the bulk of drug
sales take place. Profits at sev-

eral continental European com-
panies, especially German groups
such as Schering, and Ciba of
Switzerland, were hurt last year
by the falling value of dollar

sales in their home currencies.

However, BZW argues that

since a 15 per cent fall by the
dollar against a basket of Euro-

pean currencies did not hurt
share prices, a recovery should

not lift them.
Another means of clarifying

the direction of shares could be
more hostile bids. The wide-
spread bid speculation that

gripped the sector after Glaxo's
£9.1bn bid for Wellcome in Janu-
ary 1995 was one of the factors

behind, for example. Zeneca’s
near-50 per cent share price rise

over the year.

Bat analysts agree that further

large hostile takeovers are
unlikely. Almost all of the mid-
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sized drugs companies - with
market capitalisation of $5bn-

$l2bn - have been taken over.

Hie large companies remaining
may prove too expensive for

potential acquirers. More likely,

perhaps, are friendiy mergers
along the lines of the 1989 merger
of SmithKline Beckman of the US
and the UK’s Beecham.
Opinion is divided on what this

would mean for shares. Bid pre-

miums might vanish, but some
investors might be attracted by
the possibility of higher earnings

from cost cutting.

Either way, there does appear
to have been one sea change in

the past year. The rise in shares

over the year has anticipated a
rise in corporate earnings. Now
the industry must deliver.

Daniel Green

Granada
considers

next Forte

bid move
By David Blackwell in London

Granada's Foil board convenes
today to decide how to continue
its £3.3bn (S5.ibn) hostile take-

over battle for Forte, tbe UK's
largest hotels group.

The meeting follows last

night's discussions between the
TV. catering and leisure group's

executive directors on their

options following Forte’s surpris-

ingly strong defence. The most
likely move appears to be an
increase in the bid tomorrow -

the last possible opportunity.

In November, when Granada
launched the bid. it offered four
shares plus £23.25 cash for event-

15 Forte shares. At Friday's close

the offer was worth 325p a share,

with a fully underwritten cash
alternative of 32l.67p.

Some analysts believe Granada
needs to raise the offer to the
equivalent of more than 380p a
share to be certain of victory.

But an increase to between 340p
and 380p looks more likely.

However, Mr Gerry Robinson.
Granada chief executive, could
also decide to make a bold
attempt to win without increas-
ing the offer. Tbe group would
rely on the strength of its busi-
ness plans for a combined group
to win institutional backing - it

has cited possible savings of
£l0Dm in the first year.

A third option is to walk away
from the deal, as the group did
last summer with contract
caterer Surest International. Net
long afterwards. Compass, the
world's biggest catering group,
paid £580m to acquire Eurest
from Accor, the French hotels

and catering group-
Some observers believe institu-

tional shareholders in both
groups would be happy to see

Granada buy the roadside res-

taurant businesses and budget
hotels, which Forte has lined np
to sell to Whitbread for £1.05bn.

But this option is unlikely as
much of the savings outlined by
Granada in purchasing and staff-

ing would disappear.

Meanwhile. Granada yesterday
said it would be asking Elein-

wort Benson to clarify one of the
figures in a brokers’ report
issned on Friday. Granada
believes Forte shareholders opt-

ing for tbe share buy-back
planned if the bid were to fail

would retain 79 shares worth
30lp. not the 33Op assumed by
Kleinwort. The lower value
reflects the effect of the planned
distribution of Forte’s shares in

the Savoy Group.

This weeks Company news

LONRHO

Demerger
question still

paramount
nrho is expected this week to confirm

Lt it is studying demerger plana.

’he most likely scenario is believed

be a flotation of the mining business

?r the group has been split in two.

wever, Mr Dieter Bock, the chief

•cutive who is radically reshaping
i international conglomerate, is

ly to announce that nothing

icrete has been decided,

rfjnrtio is reporting full-year results

Thursday. Mr Bock is expected to

irate that the recovery in the

lUp’s pre-tax profits is continuing

1 there might even be a modest

rease in tbe dividend. Profit

pcasts range between £14Qm and

Oro ($215.6m-$23lm> compared with

2m reported for 1993-94. still leaving

irlw some way to go before it

tches the £165m for 1992-93.

lr Bock, who last year ousted his

decessor and Lonrho’s founder, Mr

iv Rowland, is said to be eager to

1 wavs to reveal more clearly the

c value of the components that make

tbe group in which he is the largest

rate shareholder.

uurho’s mining interests, at present

he spotlight, include 41 per centtf

,anti Goldfields of Ghana, recently

(ted in London and Accra, am* 32 per

t of Impala Platinum Holdings, if the

posed merger between Gencor’s and

irhu's South African platinum

Wts goes ahead That would r«dt

he formation of the world s biggest

ropean Commission.

iwhile, Mr Bock has beat busy

wring other parts of group-

tels business has now had a full

a consolidated subsidiary and it

k> sold or reversed into another
rm _ « rJnnn tnHlfl?

hem to be floated, or separated

Lonrtto

Share prioa relative to the

fT-SE-A A0-Share index

120 ^

95 95

JP Morgan

Takeover work to

bolster US bank
As the year-end corporate earnings

season gets under way in the US. one of

ffie first to report will be JP. Morgan,
the New York-based bank whose results

are due on Thursday.

For Morgan. 1996 ended on a far

stronger note than the year before. Hie

rising interest rates and bond market

slide of 1994 were capped in the final

quarter of that year by Mexico’s

financial collapse. That resulted in

warnings per share of only 96 cents for

the last quarter, and an earnings

weakness that carried into early 1995.

Hie latest figures should look

different US markets were for more

hospitable for traders in 1995 though

big band houses such as Morgan

generally took fewer risks than in 1993,

the last time the fixed income markets

performed as strongly, and so will see

lower trading profits than in that year.

On the other hand, the bank s push

into the merge's and acquisitions

business began to pay off as the US

takeover market had its meet active

year ever- That resulted in jobs such as

advising Westinghouse Electric on its

purchase of CBS, one of the biggest

deals completed in the fourth quarter.

As a result Morgan’s fourth-quarter

profits should broadly match those of

the three months before, when it

reported gamings per share erf $1-78 -

though the outcome will depend in part

on the level of profits the bank takes

from its investment portfolio.

OTHER COMPANIES

Uncertain times for

German steel sector
Thyssen Stahl. Germany’s biggest

steelmaker, on Wednesday reports its

results for 1995. a year during which
the steel division helped propel
Thyssen's group net profits to DM775m
($533m>. Just how big the profits for the

steel division will be remains
something of a mystery because of

Germany’s nebulous accounting
procedures. Thyssen Stahl reported net
losses ofDM448m far 1994. There has
been talk recently of profits last year of

more than DM400m, but Mr Alan Coats
of Merrill Lynch, the US brokers, has
forecast net earnings of DM326m.

After considerable restructuring

during the recent steel recession,

Thyssen Stahl is expected to benefit

from the improved steel market this

year. However, new orders were
slowing in the second half of last year

and part of the company’s workforce is

still working short time, both factors

which heighten uncertainty about the

outlook for the steel market this year.

The company will be cheered by the

news from the US last week where
Nucor, the leading US mini mill, raised

prices by $10 per tonne. However.

European steel prices remain higher

than in the US and there is likely to be
continuing pressure for further

production cuts across the European
'

industry, Thyssen included, If prices

are to remain steady.

Ellis & Everard: The UK’s largest

chemicals distributor is expected to

Thyssen

Share price relative to the DAX Index

105 —

reveal a strong increase in interim
pre-tax profits when it reports today.
Analysis are forecasting profits of

£Ll_5m to £i2£m (S17.7m-$19^m) for the
six months to October 31, against the

£10.6m in the same period last year.

Dixons: The UK’s biggest electrical

retailer is expected on Wednesday to

report a strong increase in pre-tax

profits - from £26.6m to between £38m
and £41m ($5&5m-$63.1m) - for the first

half to mid-November, plus double-digit

sales growth over Christmas.

Matthew Clark: The UK drinks

maker and distributor is expected on
Thursday to report interim profits of

SI5.5m ($23J7m). This is more than
double the previous first-half result,

and reflects a full six-month
contribution from Gaymer, the rider

maker acquired for £105m in October

1994. The results should show that the

taigets set for the Gaymer acquisition

have been met
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BICC to revamp
US operations

BICC. the international cables and construction company, will

today announce the latest stage ol its £S0m rationalisation
programme with a restructuring of its US operations.

The company, which last autumn warned that sluggish
demand for low voltage cables would dent its 1995 profits, has
drawn up plans to merge its US utility cable and industrial

cable operations into a single company.
About 4 per cent of BICC's 2200-strong US workforce are

expected to lose their jobs as part of the merger, involving the
closure of the Pennsylvania headquarters of BICC Industrial

Cables.

The move follows the announcement last November that

BICC was closing its insulated cable plant at Yonkers. New
York, and the SchOnow cables factory in Germany.

Sluggish demand for industrial cables has persuaded other
cable companies such as Delta of the UK and Alcatel Alsthom.
the French transport and engineering group, to restructure

their manufacturing operations.

BICC said the final stages of its rationalisation would be in

place by the time it announces its full year figures next
month. It is expected to announce pre-exceptional profits of

about £110m, down from £128m last time.

After the £S0m rationalisation charge and a £44m goodwill
write-off on its housebuilding arm - sold last month for £60.7m
- BICC is likely to report a pre-tax loss of up to £15m.
The results are likely to be accompanied by details of BICC's

ambitions in the Pacific Rim and plans for further investment

in fibre optic cables. Tim Burt

Sears in talks over shoe chains
Mr Stephen Hinchliffe, the Sheffield entrepreneur who has
been building up a diverse portfolio of lossmaking retail and
brand interests, is understood to be in early discussions with
Sears over the possible purchase of the Dolris, Saxone and
Curtess shoe chains.

Sears Is expected to elaborate on plans for the shoe chains
when it makes a trading statement on Thursday. Hie state-

ment is widely expected to lead to a substantial downgrade of

analysts' forecasts for this year. While Selfridges’ is expected

to announce trading improvements, business has been much
tougher for the shoe shops.

Sears has already indicated that it plans to accelerate the

conversion of many of the high street shops to the new Shoe
City and Shoe Express formats. However, it is understood to

be reluctant to close those which it does not want to convert

The discussions with Mr Hinchliffe are at a very early stage.

Indeed. Sears is thought not yet to have decided whether any
disposals should proceed.

The company has already done one deal with the Sheffield
businessman, who in the last IS months has purchased a
series of lossmaking businesses, including Sock Shop and
Salisburys. Sears sold 250 Freeman Hardy Willis shoe shops to

his company, Facia, in the autumn for an undisclosed sum.
Peggy Bollinger

Ashquay transformation
Ashquay Group has completed its transformation into a prop-

erty company with the sale of its Unit Pallets offshoot to two
directors.

The company also announced the acquisition of Hardcastle
Homes, a residential property company, and a return to profits

with £35.000 pre-tax (£120.000 losses) for the six months to

September 30.

The company, which changed its name from Unit Group last

October, is selling the pallet manufacturer to Mr Mike March,
the company secretary, and Mr William Covey for £1.4m, of

which El.lm is payable in cash and the balance in preference

shares. Net inter-company balances of £235,000 owing to Unit
will be repaid at completion.

The disposal will remove net debt of £713,000 from Ashquay.
The company reported total pre-tax losses of £223m in the last

three years.

Hardcastle, in which three Ashquay directors have an inter-

est. is being acquired for up to £2.77m. Ashquay is offering 5*4

shares for each Hardcastle with a partial cash alternative of
4‘ i shares plus 40p. Nigel Clark

Wimpey
rejects

buy-out

suggestion
By Robert Coxzme

Wimpey, the UK's biggest
housebuilder, yesterday
rejected suggestions that its

planned asset swap with fel-

low construction group Tar-
mac could be undermined by a
rival management bay-out
plan.

The company said It was
“surprised and annoyed” at
newspaper reports of dissen-

sion within the Wimpey board
over the asset swap, the
biggest ever realignment
in the UK construction indus-

try.

It blamed “a small number
of disaffected employees” far

trying to “derail" the deal
with Tarmac. “The board is

united” in wanting to see the
asset swap go ahead, Wimpey
said. “It has not considered
any management buy-out and
nor will it do so.”

Under the proposed swap.
Wimpey Is to absorb Tarmac's
honsing division, taking its

market share to 10 per cent
and almost doubling its

size in the private homes mar-
ket
Tarmac will get Wimpey's

contracting and quarrying
businesses, reinforcing its

position as the UK’s biggest

supplier of aggregates and
coated stone.

It will become the second
largest building and civil engi-

neering company with an
auunal construction turnover
of about £1.75bn, compared
with the market leader
Amec's sales of £1.9bn last

year.

The two companies expect
that due diligence work on the

swap will be completed in the

next 10-14 days. “We are pro-

ceeding as planned,” said
Wimpey.
The asset swap has gener-

ally been welcomed by ana-
lysts. who say it will help the

two companies to play to their

traditional strengths.

Meggitt deputy chairman quits
By Tim Burt

Meggitt, the aerospace and
electronics engineering com-
pany, is today expected to
announce the resignation of its

deputy chairman after deciding
there was no longer a role For
him
Mr Nigel McCorkell has quit

his £180200 a year Job after

completing a non-core disposal

programme aimed at trans-

forming Meggitt from a diversi-

fied manufacturer into a more

specialist engineering group.
Although the company said

Mr McCorkell had not been
ousted, some City analysts
suggested the “tuning was not
of his own choosing”. He was
said to be negotiating a com-
pensation package based on a
three-year rolling contract
Mr McCorkell’s departure

ends a long partnership with
Mr Ken Coates, executive
chairman at Meggitt The two
led a management buy-out of

the Dorset-based group in 1954.

when they left Flight Reftiell-

ing - another Dorset engineer-

ing company - to become man-

aging director and finance

director respectively.

His resignation on Friday fol-

lowed a management overhaul

last month in which Mr Mike

Stacey was promoted from
group managing director to

chief executive.

At the time, the company
said Mr McCorkell would con-

tinue as executive deputy
chairman with responsibility

for acquisitions and disposals.

Those disposals were largely

completed just before Christ-

mas with the sale of six subsid-

iaries involved in analytical

Instrumentation and fluid pro-

cessing.

The non-core businesses

were acquired by a manage-
ment buy-out team for £22 .Bm;

the company said that it would
incur a £ 1 .8m loss after writing

£12m off goodwill on the
disposals.

Meggitt was said to be nego-

tiating the sale of Sunvic
Group, the German controls

business - the last of the busi-

nesses that it has decided to

divest

The disposal programme was
announced last March, shortly

after TT Group, the acquisitive

conglomerate, acquired a 4.3

per cent stake in Meggitt.
Although some analysts
suggested the disposals were
part of a bid defence, TT made
no formal approach and subse-

quently sold its holding.

Severfield makes diversification
By Chris Tighe

Severfield-Reeve. one of the
UK’s biggest structural steel-

work fabricators, will today
announce its first diversifica-

tion, into the manufacture and
marketing of equipment
designed to improve standards
of cleanliness in the food
industry.

Manabo UK. in which Sever-

field-Reeve has a 75 per cent

stake, will make cleaning and

disinfecting machines for

knives and chainmaii gloves,

as well as the gloves them-
selves and knife sharpening
machines

Hie new venture comes at a
time of strong growth in the

company's core business of

design, fabrication and erec-

tion of structural steelwork for

steel-framed buildings.

Mr John Reeve, chairman,
says Severfield-Reeve's trading

performance in 1995 was
“materially ahead" of market
expectations, with pre-tax prof-

its certain to exceed analysts’

recent forecasts of £2m. up
from £722.000 in 1994.

Prospects for 1996 are also

considerably better than could
have been foreseen a few
months ago. He says this will

be reflected in dividends for

1995 and 1996. The 1994 total

pay-out was lp.

Severfield-Reeve has
emerged as one of the stron-

gest survivors in its sector of

the early 1990s recession.

John Reeve (left) and John Severs, managing director, ‘any company must grow to remain viable’

which removed about 250 busi-

nesses from the UK's
constructional steelwork
industry.

It begins 1996 with a record

£12m order book, including

structural steelwork contracts

for the new semiconductor
plants being built in north-east

England by inward investors

Fujitsu and Siemens.

Next Monday, at Severfield-

Reeve's North Yorkshire site, a
former Lancaster bomber base,

a third production line comes
on-stream, a £12m investment

which is the company’s third

expansion in 18 months.

The new line is intended to

enhance efficiency and capac-

ity at a plant which already
Hnimg to be the largest single

volume producer of steelwork

in the UK, and the most effi-

cient in Europe in output per

employee.
Mr Reeve admits the leap

from structural steelwork to

food industry equipment may
surprise some observers but.

he says: “Any company must
grow to remain viable. We are

trying to broaden the compa-
ny's horizons, while keeping
tight control and imposing the

same disciplines."

Manabo's products, intended

for use in food retail premises

and processing plants, have
been developed in the Nether-

lands. Knives and chainmaii
gloves can be cleaned and dis-

infected in 10 to 20 seconds.

Manabo UK will manufacture
tbe products, for sale world-

wide. from a new factory to be

build at Severfield-Reeve's site.

Manabo (Holland) has distri-

bution rights in mainland
Europe and Scandinavia; Man-
abo UK. 25 per cent owned by
its managing director Mr Rich-

ard Harley and his family, will

market them elsewhere.

Scottish

Amicable
growth
By AHson Smith,

Investment Correspondent

A sharp rise in single premium
investment business, which
more than doubled to £333m
driven by the popularity of a

guaranteed personal equity

plan, was the main factor

behind the rise in new busi-

ness figures published by Scot-

tish Amicable, the mutual life

assurance group.

The group's annual premium
new business totalled twtAn

last year, 8.5 per cent higher

than in 1994. while lump sum
policy sales rose by almost half

to £505.9m.
Though the increase is less

marked when investment busi-

ness is excluded, any rise in

sales of individual life and pen-

sions policies is against the

trend for the sector as a whole.

Apart from investment busi-

ness, the greatest growth was

recorded in savings and protec-

tion policies, which rose by

two thirds to £9.6m in regular

premiums. Despite the sluggish

state of the housing market,

mortgage business rose 11 per

cent to £38.lm.
However, sales of both com-

pany and personal pensions

were hit, with overall pensions

business 13 per cent lower than

in 1994 - lump sum pensions

were particularly depressed.

BAA plans venture on Continent
By Peggy HoDinger

BAA. the UK airports group
which is pursuing expansion
plans in the US and Australia,

Is set for its first venture on
the European Continent with

plans to take a controlling

stake in the company operat-

ing Naples airport

BAA will today sign a letter

of Intent with Gesac. the oper-

ating company which has a
concession to run the airport

until 2012, indicating its inter-

est in buying a stake of about

75 per cent. It is estimated that

the deal, if it proceeds, could

cost BAA in the region of

£20m.
BAA said the letter of intent

simply marked the opening of

official negotiations with Ges-

ac's shareholders. Gesac is 47

per cent owned by the City of

Naples, 47 per cent by the prov-

ince of Campagna and 5 per

cent by the Italian airline Alit-

alia. The talks were likely to

continue until the middle of
the year, BAA said.

The UK company remains

commmitted to its expansion
plans elsewhere. It recently
concluded a deal to run Indian-

apolis airport, and said it

expected the next international

deal to emerge In the US.

It is also planning to bid for

one or more airports in Austra-

lia which may come up for pri-

vatisation at the end of this

year. The Australian pro-

gramme could mean substan-

tial investment for BAA. in the
region of up to £300m. which
could be funded through a debt

issue.

CROSS BORDER IMA DEALS
BIDOER/INVESTOR TARGET SECTOR VALUE COMMENT

Hit8cM(Japan)/LG

Semfoon (S Korea)

JV Semiconductors £280m Chqj venture

PMfip Morris (US) Lacta (Brazil) Food £l08m Cash/debt offer

Ashanti Goldfields

(Ghana)
Ckiff Resources (UK) Mining £80m Unconditional

Calor(UKySHV(NTands) SDG(Biari1) Gas £42m Joint stake

Danisco (Denmark) Groko (Netherlands) Food £29m Campbell sale

Tesaenderio (Betgium) Hickson Kerfey (US) Chemicals £22m Hickson sale

Soma (Franco/UK) Tibet (France) Computer servs E12.1m Outstanding buy

Invesco (UK) AIM (HK) fin services £6.4m Buy from Aetna

MataHgaseilachaft

(Germany)
Unit of Brent Inf 1 Chemicals E3m Dynamrt deal

Pechhiey (France Capolo (ft^y) Packaging n/a Option exercise

THEJAPANESE WARRANT FUND
Soar.tr d'lnvatiurmml

European Bank G? Business Cnurr. 6. rtmlfdt Trh*f

L-263 Sen nhtf'rHvrfz. Croud Dusky of Luxembourg

ILC Luxembourg So. B31629

The shareholders ofTHEJAPANESE WARRANT FUND I 'the Corporation’)

are hereby convened to an

Annual General Meeting
to be held at the registered office of the Corporation. European Bank Sc Business Centre. 6,

route de Treves, L-2633 Senningcrbcrg, Grand Duchy of Luxembourg on Wednesday 17th

Janu.irv 1996 ji 4.00 p.m. for the purpose of considering and voting upon the following agenda:

1 . Submission of the Report or the Board ol* Directors and of the Auditor;

2. Approval of the Annual Repun for the vear ended 30th September 1995:

3. Discharge of the Directors;

4. Election or Directors and Auditor:

fi. Am Other Business.

Resolutions on the agenda of Annual General Meeting will require no quorum and will be
taken at the majoritv «*f the Shareholders present or represented- A Shareholder entitled ro

attend and vole at the meeting mav appoint a prow in attend and vote on hts behalf and such proxy

need not be a shareholder of die Corporation.

In order to be able to attend the meeting, holders of hearer shares must deposit their bearer share

tern lie airs live working davs prior t<> die meeting with the following institution:

Kredietbanjr S-A- - Conservation litres

43, boulevard Royal - L-2955 Luxembourg

Shareholder* who cannot personally attend the meeting are requested to use the prescribed

form ofprow (available at the registered office of the Corporation) and return it at the latest

two working days prior to the date of the Annual General Meeting to the Corporation, c/o
Fleming Fund Management (Luxembourg) S.A. L-1BW8 Luxembourg.

Bv Order ol"The Board of Directors: HENRY C. KELLY. Derembcr 1995
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Asian Financial

Reports

Listen to the latest FT Cityline stock

market news:

Tokyo ..0891 43 00 21

Asia-Pacific —

Major stock markets 0891 43 00 33
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Notice to the Holders of

CANADIAN PACIFIC LIMITED
letri0,000.000,000 6.75% Debentures due January 23, 1996

(the "Debentures")

NOTICE IS HEREBY GIVEN that, pursuant to Cause 13 (cl of the Paying
Agency Agreement dated as of January 23. 1986. Canadian Pacific Limited
has. with meet from December 1, 1995 (the Transfer Dote*) appculed Morgan
Guaranty Trust Company of New York, London as successor FrinripaJ Puna*
Agent for the Debentures,

effecs from the Transfer Dale holders of Debenture* and Coupons
will no longer he able to present them at the "FR"— of The Daiwa Bank

wnanuuy irnot cpnmaoy ol new Tort, Brntaeu and Dam l-uunz AG.,
Zurich and additionally may be presented at the offices or Morgan Guaranty
Tirol Company ofNew York, London as specified below.

SUCCESSOR PRINCIPAL PAYING AGENT
Morgan Guaranty Trust Company ofNew York

60 Victoria Embankment
London EC4T QJP

CANADIAN PACIFIC LIMITED
By: Morgan Guaranty Trust Company of New York. London
os Successor Principal PayingAgtra Dated.- January 8, 1996

NEW ISSUE January 5. 1996

FannieMae
*400,000,000

5.375% Debentures
Dated January 10, 1995 Due January 13, 1998
Interest payable on July 13, 1996 and semiannually thereafter.

Series SM-1998-X Cusip No. 31359C CC7
Callable on or after January 1 3, 1 997

Price 99.97656%
The debentures of January 13, 1995 are redeemable on or after Januaiy 13, 1997. Thedebenhaw are redeemable In whole or In part at the option cd the Corporation at anytime

to *5? radentfRton at a redemption prtceof 100%
of the principal amount redeemed, plus accrued interest thereon to the date oTredemption.

The debentures are the obfigations d the Federal National Mortgage Association, a
ootporatsan organized and under the laws of the United States, and are Issued under

wSZSF*'
* ^P^Nabonal Mortgage Assotallon

a sm
hstrumentaBy thereof ether than Fannie Mae. ^ y

The uffeib|B is made by tfteFaderal National Mortgage Association though its Senior Vice
010 aSSBlan“ * a "a*5™** Se«ng Group* recognized

Debentures wB be avadabie in Book-Enty tarn orty.
There w* be no definitive securttas offered.

Linda K. Knight
Senior Vleo Praatdmnt

and Treasurer

Wtoconmn Avsnuo, N W . WasHnolon. D C. 20018
Ttua amouneament appaars as a mamr'oi recoirl only announaameat is

'

otHhar an attar to bob nor t snScicatbn at an altar to buy any of ifM Oobonfuras

Carrefour

SALES, TAXES INCLUDED AS OF DECEMBER 31. 1995

December^

finFF

mUllonsj

*.

December 9V
December 94

12 months cndci!

December 3 Isl 1995

ifn FF mUikwB)

%
cnmubied

December 9V
December 94

GROUP SALES

FRANCE

19,74.1

11.989

2.3

3.2

IMJZ3

1 00,600

05

4.7

In December. Carrefour opened its first two stores in

China: one in Beijing the 5th. the second one in

Shanghai the 31st After24 openings during the year 95.

the Group operates 245 stores in the world.

NOTICE OF KAjRLY REDEMPTION
SECURED LOAN FINANCE NO.l PLC

(the Maimer’)

£75,000,000
UassA Mortgage Backed Ffaoii^ RateNotes2018

and
£13,000,000
^i^FWtk^JRate Notes2018

T fS
naj HEREBY GIVEN that, pursuant tn Cnmliriwi 5(D) of dm

Promt oaJaauajr 31, 1996 at thdr principal anwxim owitwuliiie.
DPon preseniatioii and Mirendti-rf h* Notes at

Trwt Company of New YoA i«
laindoa « the pnndpal ^ice of Banqne Gcncnle doLiacmboart SA m^ B

V
,dr by pounds sterliiie cheque drawn oa*

k* P^Whd for paymou tneethn- with nil annulWed conpeM*
SEfflRED LOAN FINANCE NO.l PLC
By; Morgan Guaranty Trust Company as Truie« Dated: January 8, 1996
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COMPANIES AND FINANCE

WestLB looks to London for growth
Germany’s third largest bank is keen to build foreign business, writes Andrew Fisher

Friedel Member: Preparing for the D-Mark no longer being there

W estdeutsche Landes-
bank Girozentrale,
Germany’s biggest

public sector bank, is used to
controversy.

Its holdings in non-banking
companies have led to accusa-
tions of empire building, and
commercial banks have
charged that its capital base
has been unfairly buttressed
with regional housing finanw

' assets. WestLB has also
extended its influence through
strategic stakes in other public
sector banks.
However, in one area -

investment banking, where it

aims to be among the Euro-
pean leaders - the bank is pro-
ceeding with a low-profile dog-
gedness that has set it apart
from most German rivals.

Instead of following the
acquisition route, it is concen-
trating on the development of
West Merchant Bank, its Lon-
don-based subsidiary.
Mr Friedel Neuber, 60. the

chairman, said: “We are work-
ing on the basis that we can
build this [investment bank-
ing] up ourselves through our
merchant bank in London."
Not that Dflsseldorf-b3sed

WestLB bas ruled out pur-
chases. “We do not exclude
niche acquisitions. We have
looked at some houses in
recent years. It's a question of

our own culture and how to
manage another bank. Build-
ing up an investment banking
operation in our own bank
structure is harder [than buy-
ing something]. But we think

we shall succeed." said Mir

Neuber.
WestLB’s reluctance to con-

sider significant acquisitions in

the sector contrasts with the
willingness of other German
banks to pay high prices for

suitable names. Dresdner Bank
paid DM2bn ($L37bn) last year
for Kleinwort Benson, the UK
merchant bank, and has just
agreed the purchase of RCM
Capital Management <tf the US
for S300m.

Bayerische Verebishanh had
hoped to buy Oppenheimer
Group, a US broking, invest-
ment banking and fond man-
agement company, for an esti-

mated 55C0m. However, the
deal came unstuck over US
regulatory problems.
Meanwhile. Deutsche Bank

is forcing the pace of integra-

tion of its investment banking
business with Morgan Grenfell
of the UK, which it bought in
1989.

ASSETS
DMbfl

1991 230
1992 275
1993 333
1994 379
1995 400

Sounav Conft** tcaounb

WestLB has already bene-
fited from the internal disrup-

tion at Deutsche Morgan Gren-
fell by attracting away a team
of derivatives experts in New
York for West Merchant Bank.
The laconic Mr Neuber said

more such appointments from
other banks were likely as
West Merchant - which aims
to double staff of about 300 -

was developed as the nucleus
of WestLB's investment bank-
ing operations.

As Germany’s third largest

bank, with total assets of about
DM400bn - behind Dentsche
Bank and Dresdner Bank -

WestLB has long been keen to

build up foreign business and

follow its big corporate and
state clients abroad. The bank,

owned by the state of North

Rhine-Westphalia and regional

savings associations, is already

represented in 35 countries. A
third of its operating profits

come from outside Germany.
To help develop its business

in eastern Europe, it has
recently agreed a cooperation

deal with Bank Austria, which

is being reinforced with a 9 per
cent stake in the largest Aus-

trian bank
WestLB also has a coopera-

tion pact with Cassa di Rispar-

mio delle provfnde Lombarde
(Cariplo), which has a similar

arrangement with Bank Aus-
tria.

Such deals look ahead to the
prospect - strongly supported
by Mr Neuber - of European
Monetary Union, which forms
an important part of the think-

ing behind WestLB’s invest-
ment banking strategy. The
German bank is strong in
fixed-income D-Mark business,
said Mr Neuber. “But we have
to prepare for the time when
the D-Mark is no longer there

and a Euro-currency brings
about changed trading condi-

tions."

Under WestLB’s plans, its

D-Mark-based business will

continue to be handled from
Dfisseldorf, where the strategic

investment banking decisions

will also be made. Foreign cur-

rency transactions will be cen-

tred on London. Mr Neuber
says the bank is thereby meet-

ing the needs of its clients,

mainly big German and Euro-
pean companies.

“Our customers’ require-

ments have changed in recent

years, with traditional loan fin-

ancing giving way to a variety

of other innovative products.

Our large customers want
access to such facilities
through London.”
Thus, West Merchant Bank

has developed its business in

oon-D-Mark bonds derivatives,

equities, swaps and other
instruments, as well as advis-

ing on mergers and acquisi-

tions and new issues.

E ven without an acquisi-

tion, WestLB could
spend several million

D-Marks, taking all staff, advi-

sory. computer and other costs

into account
It is also keen to build up its

presence in asset management
“This has a special strategic

significance for us.” Mr Neuber
said. “In Germany, we have a
strong position but around 95

per cent of this is D-Mark
related."

The bank is still pondering
whether to centre asset man,

agement growth on West Mer-
chant Bank or handle this sep-

arately. Nor has it decided how
fund management should be
split between DOsseldorf and

London. To build up its busi-

ness specifically in asset man-
agement, Mr Neuber says
acquisition is a possibility - “if

a chance comes along, we shall

consider it”.

As wen as serving its cus-

tomers, through amplifying its

investment banking activities,

WestLB also intends to
enhance its profits. Mr Nenber
is optimistic about investment
banking earnings for 1995.

“These will be considerably
better than in 1994, even
including our investment
spending.”
Overall profits are also

firmer. After a first-half rise of

63 per cent in operating profits

to DM472m - mostly reflecting

a recovery in financial trading
profits - he is also hoping for

better second-half figures. In

1994, operating profits edged
up 3 per cent to DM813m.
helped by asset disposals.

Showing that big does not
always mean boastful, Mr Neu-
ber says with extreme caution:
“1 hope we can stay at this

level."

Goldman Sachs to buy big US bowling alley chain
By Richard Waters
in New Yoric

Goldman Sachs is close to

buying the US's biggest opera-

tor of bowling alleys, a deal

which signals just how much
Wall Street’s buy-out habits

have changed since the 1960s.

The US investment bank is

expected to announce soon,

perhaps later this week, that it

is paying
r
around $lbn for

AMF, which owns more than
200 bowling alleys in the US
and 70 elsewhere.

Goldman is believed to view
the company as a platform for

further expansion, both in the

US and abroad. It was not clear

late last week whether only the

bank’s partners would put up
the equity for the buy-out, or

whether the purchase was
being made with some of its

investment clients.

The deal is in marked con-

trast to the sort of buy-outs

that characterised Wall Street

during the 1980s. Then, most
buyers employed high levels of

debt and planned to reorganise

their acquisitions and sell

them on qoickly, either in

whole or in pieces.

When the buy-out market
collapsed at the end of the

decade, a number of invest-

ment banks were left: nursing

big losses on bridge loans used
to finance leveraged deals,

leading to a general retreat

from the business.

Those hanks still in the busi-

ness have since tended to take

stakes in industries which are

consolidating or ones offering

prospects for growth. Most
deals have also involved lower
levels of debt and many have
required buyers to make fur-

ther investments to expand.

One result has been to con-

centrate the business in the
hands of fewer institutions.

Morgan Stanley, for instance -

which invests its own money
alongside some of its big cli-

ents - has targeted industries

ranging from food processing

to insurance, which it believes

are short of capital and present

opportunities for private buy-
ers prepared to build on their

investments.

Chrysler to

continue

overseas

expansion
By Haig SmoniarNn Detroit

Chrysler, the third biggest US
car company, should continue

its steady bnt belated push
beyond its home markets by
selling at least 20 per cent

more vehicles ontside North
America and Mexico this year.

Foreign sales figures for

1995 have not yet been pub-
lished but Mr Tom Gale, the

head of international
operations, said registrations

were likely to have risen
almost 30 per cent to more
than 200,000 units ontside
North America and Mexico.
Only about to per cent of

Chrysleris total sales, amount-
ing to 2.16m vehicles, in 1995
were sold abroad - well below
the corresponding figure for

General Motors and Ford.
However. Mr Gale predicted
that foreign registrations,
which have climbed about 20
per cent a year since the group
returned to foreign markets in

1988. were set to continue ris-

ing.

Last year’s biggest sales
increase came in Europe,
where registrations jumped by
27 per cent to 84,500 units.

The scale of the rise “sur-

prised even ns in view of the
virtually static market", be
said.

The surge stemmed from
new models and a steady
expansion of the company’s
European network. Mr Gale
said Chrysler had now
achieved its target of having
almost 900 dealers, but there

would be some changes to

bring the network np to
desired quality leveL

Chrysler is also building a
SlOOm assembly plant in
Argentina, to make up to

20.000 Grand Cherokees a
year. Mr Gale said it was also

considering setting np a plant

in Brazil, where the market
lms been booming. The com-
pany is still some way from a
decision, on the Brazilian proj-

ect, bnt indicated there amid
be strong demand for pick-up

trucks and even medium-sized
cars.

International sales should
also be buoyed by last year's

decision to take control of Jap-

anese distribution by buying
out Chrysler*s local partner.

NEWS DIGEST

BHP wins control

of Magma Copper
BHP, the Australian resources group, bas won control of

Magma Copper Company, the US metals producer, through a

tender bid worth A$Sffbn <USS2.4bnj. BHP said its offer of

US$28 a share for Magma had gained acceptances representing

about 87 per cent of outstanding Magma stock.

BHP now plans to proceed with completion of the merger,
which will require a meeting ofMagma shareholders to secure

approval before the Australian company can move to 100 per

cent control. The Magma takeover will create the world’s

second largest copper producer (.after Chile’s Codelcol,

accounting for about 10 per cent of western world output.
Bruce Jacques. Sydney

Merrill Lynch to cut staff
Merrill Lynch is expected to make some staff cuts in its

corporate and institutional client group in the near future.

However, the reductions are thought to be around 250 people,

less than l per cent of the total workforce of more than 45.000.

Merrill declined to comment. The departures are likely to be

across the range of personnel in the C1GC area, such as soles

and trading of debt and equity, municipal bonds and invest-

ment banking. Maggie Vmj. Sew York

Olivetti rights fully subscribed
Olivetti’s L2j257bn t$1.42bn) rights issue was almost fully sub-

scribed, the Italian computer group confirmed. Hie compauy
said 99.76 per cent of the offer had been taken up. The
remaining 0.24 per cent would be sold on the market. The
successful result xvas heralded by Mr Carlo De Benedetti,

Olivetti’s chairman, and by the markets before Christmas.
When the capital increase was announced in September, many
analysts predicted the shares would end in the hands of the

underwriters.

Mr De Benedetti bas said as much as 70 per cent of the

group’s capital could belong to foreign investors following the
rights issue. Hie proceeds of the capital increase, underwrit-

ten by Lehman Brothers and a group of Italian banks, will be
used to restructure and relaunch Olivetti as a broad-based
information technology and telecommunications group.

Andrew HiUm Milan

German computer retailer ahead
Vobis, one of Europe’s biggest computer retailers, which
belongs to Germany’s Kauihof group, reported a 16 per cent
rise in sales to DM3.05bn ($2.12bn) and said it expected pre-tax

profits of about DM5Gm, similar to a year earlier. The results

were significantly better than those of Escom. another Ger-
man group vying with Vobis to become Europe’s biggest

computer retailer. Mr Theo Lieven, Vobis chief executive,

described the market as difficult, but said Vobis had fared

better because of “circumspect stock handling and stable

financial and personnel policies". Michael Ltndemann. Bom

Court thwarts CanWest bid
A British Columbia court has thrown a spanner into CanWest
Global Communications' bid to create a Canadian national TV
network through its proposed acquisition of Vancouver-based
WIC Western International Communications. The court ruling

which resolved a long-running dispute over control of WIC.
makes it impossible for CanWest to fulfil the conditions of its

C$636m (US$470m) bid. which was due to expire on January 12.

WIC welcomed the ruling. The Griffiths family, which owns
62 per cent of WIC’s class A voting shares, had rejected

CanWest's bid. Bernard Simon. Toronto

The results ofa combined focus
on international equities.

In an increasingly competitive environment, the only winners in the

world ofinvestment banking will prove to be those who can genuinely

offer added value to all their clients.

That's why Dresdner Bank - Kleinwort Benson joined forces in

international equities.

Dresdner Bank - Kleinwort Benson is now able to offer clients better

opportunities and a greater range of products.

We offer a combination of focused expertise with international excel-

lence in distribution.

Backed by the premier capital strength of the Dresdner Bank Group,

Dresdner Bank - Kleinwort Benson has created a formidable partner-

ship which is already a leader in international equities.

rs\ Dresdner Bank

Issued by Kleinwort Benson Limited, regulated by SFA.

KleinwortBenson

We’re focused.
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At Home in Emerging

and Capital Markets
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Financial mar-
M-- kets received

if-:

.

j the news of the

departure of

.. the latest Japa-

nese prime
' minister on Fri-

ifa day with cus ‘

^PmeA. tomary sang-
froid. In Japanese political

drama the actors may change
with bewildering rapidity, but
the plot evolves rather more
slowly.

Only when the bureau cratic-

industrial-political nexus that

controls the country decides

that the objective facts of his-

tory demand a change of

course do the policies change;

and it is a rare moment when
one of those occasions coin-

cides with a mere change of

primp minister.

Yet some believe 1996 could

well prove to be just one of

those moments. The adminis-
tration of Mr Ryutaro Hashi-

moto, the man most likely to

ascend to the top job this

week, could well coincide with

something Japan has not seen

for more than four years - real,

sustained, economic growth.

If an incipient recovery, now
a couple of quarters old, proves

durable this time (and it has
flattered to deceive on two
occasions in the past three

years), the implications for

financial markets in 1996 will

be dramatic. For the last few

years all the energies of gov-

Global Investor / Gerard Baker in Tokyo

Munificence: is
Bank of Japan to the rescue

Percent YenperdoHar Offldai reserves {Sbn}

Soiaca DarasfrearrV FT Extol

the party over?
Total return In local currency to 4/1/06

-
US Japan Germany Aance UK

Cash
Weak an 0.00 007 009 a.20 013
Month 0.49 004 035 0.55 088 : 056
Year 7.75 2.63 088 7.00 1031 7.94

Bonds 3-6 wear
Week 003 -0.65 0.36 044 089 -0.11

Month 058 -1.52 085 1.74 3-60 041
Year 15.03 11.27 1030 15.81 18.42 14.90

Bonds 7-10 yvsr
Week -023 -084 082 043 1.81 OOO
Month 0.44 -2.13 1.14 2.15 5.75 0.74

Year 2131 15JJ2 20.15 . 20.23 2058 17JS6

Equities

Week 0.5 4.1 2.0 ' in 05 uz
Month 0.4 an 3J9 ao 04 1.8.

Year 37.0 7.1 12.4 8XI
' 37.0 2S.8

Saxes Cash & floods - Lehman ftwhera. E»Xde*-0 FT/Exsel Index UoR.

Tr» FT/84P Actuaries World trxSceo m Johdy owned oy FT-SE Wwiatol Urrttad,

Gcfcfcnm Sachs A On, are Standard & Port.

.

eminent have been bent
towards engineering that elu-

sive recovery. In 1995 those
efforts moved up a gear or two.

from the enthusiastic to the
downright frantic as the
authorities finally went for

broke: producing the largest

fiscal deficit seen in decades

and reducing the cost of every-

one's borrowing to almost zero.

Though recovery itself can
be expected to have a favoura-

ble impact on profits and equi-

ties at least, the effects of the

concomitant policy adjust-

ments (witness the US in 1994)

can on occasions be even more
spectacular. So any sign of a

change in the authorities'

stance will be pounced upon
especially eagerly this year.

It is hard to see how the fis-

cal stance can change much
from the current profligacy.

The budget for 1996-97 has
been agreed by the cabinet

(though it has yet to pass a
possibly hostile parliament),
with the deficit set at {200bn.

But for reasons too familiar to

be discussed here, the effects of

the dumping of even such a
surfeit of bonds cm the markets

are likely to be much smaller

than the impact of any mone-
tary policy changes.

So the real question is what
will happen to interest rates?

On this score, it is worth
reminding ourselves of the
scale of monetary easing
induced by the Band of Japan
last year.

If they gave awards, Oscar-

like, to central banks for their

contribution to global eco-

1995 Dac Apr 1995 Dec

nomic performance every year,

the Bank of Japan would have
been the Schindler's List of

1995. Hie effects of its munifi-

cence were felt not just in
domestic equity, bond and real

product markets, but in foreign

currency and overseas securi-

ties markets as well. From
about April last year the bank
produced and directed a star-

tling story of easy money. The
effects of its munificence were

felt not just in domestic equity,

bond and real markets, but

also in foreign currency and
overseas securities markets.

Short-term interest rates

were driven into the zero zone

while hefty currency interven-

tion helped bring the yen down
from its vertiginous heights of

the summer foreign currency

reserves rose by more than
$50bn - 35 per cent in the next

nine months. Even long-tern

interest rates were manipu-
lated downwards In some
unusual bond market
operations by the bank.

The fixed-income market
soared to new heights; a
shrinking bond-equity yield

ratio helped the stock market's

second half rally and the yen
fell by more than 15 per cent.

For good measure, the hefty

currency intervention meant
the bank was one of the factors

supporting US treasuries.

Can we expect much of this

to unwind in 1996 if the recov-

ery is a genuine one? That cer-

tainly seemed to be a wide-

spread fear at the end of last

week. In. the first two days of

the trading year, the bond mar-

ket was hit hard by a bout of

new year economic optimism,
ami the yield on the 10-year

benchmark bond rose above 3

per cent for the first time in

four months- If fourth quarter

GDP figures due next month
prove to be as buoyant as the

bond market seems to be

expecting, the Bank of Japan

may well decide that the party

Is over.

Fixed income markets would

certainly suffer, but so too

after a lag, might equities,

though strengthening recovery

would probably help the yen

lower.

But no-one seriously expects

any economic recovery in 1996

to be anything other than gen-

tle-paced. And even if it proved

stronger, there are several rea-

sons why the Bank of Japan
would be in no immediate
hurry to change course.

Prices - of goods, services,

and perhaps most important,

land - are still fiat to falling,

and it will be a long time

before demand pressures pro-

duce a genuine inflation prob-

lem. Longer-term, by 1997

something will have to be done
about the fiscal condition - the

bank will be anxious to offset

any tightening there with a

continuing relaxed monetary-

stance.

But most important, tbe

authorities still have their eyes

very firmly fixed on a fragile

banking sector. Indeed, some
would argue that the principal

force behind last year's accom-

modation was a desire to pro-

duce a US-style banking recov-

ery through a yield-curve

steepening and debt monetisa-

tion. For all the talk of bank-

ing recovery, all but a handful

of the stronger banks will need

much more help of this sort -

and the stronger batiks have

never been the authorities'

principal concern. The official

language that is used to

describe the banks' condition

suggest no early change in tbe

policy.

Of course, when it comes to

moving markets, changes in

interest rates are more impor-

tant than their level. Hie relax-

ation of policy in 1995 went so

far that it cannot be repeated.

But neither is it set to be
reversed soon. No prime minis-

ter will dispute that.

COMMODITIES .
Richard Mooney

Cotton gathering in Nashville
Pests and drought devastated

cotton yields last year, sending
prices to record highs in the

spring. So seminars on biotech-

nologies to fight such blights

are expected to attract swarms
of participants at this week's

1996 Beltwide Cotton Confer-

ence.

“[Biotechnology] will take

something close to centre stage

this year,” OJL Cleveland, a
cotton marketing specialist

with Mississippi State Univer-

sity. told the Reuters news
agency last week.

The five-day conference

opens today in Nashville,

Tennessee.

About 5,500 industry experts,

including farmers, ginners. tex-

tile manufacturers and scien-

tists. are expected to attend,

said the National Cotton Coun-
cil. which sponsors the event
Speakers will range from

academic experts and entomol-

ogists. to an executive with the

Monsanto chemical group,
whose Bollgard gene, which
protects cotton plants from
insects, will be available to

formers this year.

Other highlights will be pro-

duction and price projections

by leading merchant William

B. Dunavant, chairman and
chief executive of Dunavant
Enterprises, and outlook
reports from the private sector

and government agencies.

“The conference will cer-

tainly want to hear what Mr
Dunavant has to say. That will

be one of the highlights” Mr
Cleveland said.

Production and export pro-

jections for China in particular

are likely to draw crowds, as

reports of higher yields in

several of its provinces have

hit the market recently.

And while a new US Farm
Bill remains a casualty of the

federal government shutdown,
the NCC Will hold a seminar

tomorrow to discuss current

legislation.

• Other events this week
include the publication today

of Germany's cocoa grindings

figures for the final quarter of
1995. On Wednesday the Inter-

national Primary Aluminium
Institute will publish stocks

data for last November; and
the same day sees tbe resump-
tion of Australian wool sales.
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Middle class

insecurity
Fads fa Income now more widespread

% change
100

t
Governments
across the
industrialised

spent much of

live with mid-
dle class disen-

chantment Many ruling par-

ties have discovered that this

electorally pivotal group has
beat feeling increasingly inse-

cure. discontented and ill-dis-

posed to those who govern.

Governments have been
forced to pay mare attention

to the concerns of the middle
class in part because a grow-

ing proportion of their popula-

tions have been choosing to

describe themselves as mem-
bers of it So it is somewhat
ironic that in countries like

the US, many economists have
argued that the middle class is

shrinking as a by-product of

rising income Inequality.

This rise in inequality -

common to most industria-

lised countries in recent years
- can be depicted in several

ways. A typical technique is

to imagine a list comprising
every household, ranked by
income, starting with the rich-

est and aiding with the poor-

est. In 1979 a US household a
tenth of the way down the list

had an income 6.2 times larger
than that of a household nine-

tenths down the list; within 10

years this multiple had grown
to 7.1. During the same period

Britain experienced a similar

trend; inequality rose by
more, but from a less unequal
starting point
But measures which look

only at the rich and the poor
cannot tell us how the rise in

inequality has affected the
middle class. This issue was
addressed in a paper by Rich-
ard Burkbauser of Syracuse
University, et al, presented to

the American Economic Asso-

ciation's annual conference in

San Francisco this weekend.*
Any definition of the middle
class is inevitably arbitrary,

but Burkhauser argued for a
lower limit of twice the offi-

cial US poverty level ($25,000 a

year for a family of four in

1989 prices) and an upper limit

of about 4.7 times ($59,000 for

a family of four).

So what happened to the
middle class between 1979 and
1989, both of which were peak
years in the economic cycle?

The proportion of US house-

holds falling within the
study’s definition of the mid-
dle class foil from 45.1 per cent

in 1979 to 4L5 per cent In 1989,

confirming that it has indeed
been shrinking-

But where have these disap-

pearing middle class house-
holds gone? Tbe proportion of

households with incomes
below twice the poverty level

dropped slightly, from 34J3 to

33 per cent Hie proportion of

households with incomes
more than 4.7 times the offi-

cial poverty level meanwhile
rose sharply, from 20.6 to 25.6

per cent.

The study concluded there-

fore that “the great increase

in Income inequality over tbe

decade of the 1980s in the US
was not primarily the result of
the rich getting richer and the

poor getting poorer, but rather
the rapid and unequal irimma
gains in the middle of the

income distribution".

In other words, hundreds of

thousands of middle class

households became upper
class ones. This migration
took place among households
with working heads - what-

ever their ethnic background
- and among retired house-
holds. The real losers were
families of working age reliant

on social security benefits.

Their inflation adjusted
incomes dropped by 15 per
cent between 1979 and 1989,

while those of the population
as a whole rose by 10 per cent
Previous studies have attri-

buted more of the rise in

inequality to middle-class

households dropping nearer to

or below the poverty line.

Hie trends in Britain were
much the same. The only sig-

nificant difference was that
British families reliant on
social security benefits did not
do as badly in absolute terms
as their US counterparts.
Their inflation-adjusted
incomes were flat on average
over the decade, while those
of the UK population as a
whole rose by 23 per cent
This study begs an obvious

question: if US inequality has

risen because middle class

households have been better-

ing themselves, what are they

complaining about? It may be

that they are more insecure

because they find themselves

moving up and down the

income distribution less pre-

dictably than they used to.

They may also be earning
more in part because fear of

job loss is “encouraging" them
to work harder.

This discontent may also

owe a lot to the latest reces-

sion and the relatively slug-

gish recovery which has fol-

lowed it. This is not captured

by Burkhauser's deliberately

peak-to-peak comparison
between 1979 and 1989. Gary
Burtless, of the Brookings
Institution, calculated, for

example, that a quarter' of

households - the poorest

quarter - saw their incomes
drop between 1979 and 1989.

but that this proportion rose

to more than half when he
extended the period of com-

parison to 1993.

In addition, older house-
holds may be depressed
because they are harking back
to the “you’ve never had it so

good" era of the 1960s. As the

graphic illustrates, the middle
classes typically enjoyed
income gains of about 40 per

cent during that decade, com-
pared to less than 10 per cent

in the 1980s. They also had the

reassurance that the incomes
of less well-off households
were rising even faster than
theirs were.

Studies of this sort demon-
strate that comparisons of the
levels and distribution of

income depend crucially on
the time period over which
they are studied. This in turn
suggests that the longer-term
causes of middle class discon-
tent owe more to insecurity in

employment and housing mar-
kets - and perhaps fears for
future provision of social secu-

rity - than to trends in
incomes.
*Where in the world is the mid-
dle class? by Richard Burkhau-
ser, Syracuse University, et al
1996.
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EMERGING MARKETS

HK: gateway to China Taiwan hopes for sunshine after the rain
By Louise Lucas in Hong Kong

Hong Kong may not be an
emerging market in every-
body's book but it is certainly
acting like one. The predicted
surge of overseas funds was
unleashed in the first week of
the new year, propelling the
Hang Seng index to a two-year
high, keeping pace with its Iks
developed Asian peers.
The classic signs of a bull

market are clear to see. On
Thursday and Friday of last
week daily volumes reached
six and eight month highs of
HK$8.7bn and HE$9£bn respec-
tively. Since last year there
have been a rash of covered
warrant issues and big blue
chips, including Henderson
I^nd. the property developer,
and Citic Pacific, the Hong
Kong-listed arm of Beijing’s
premier investment vehicle,
have been tapping the market
for cash.

For many fund managers
Hong Kong, which gained 23
per cent during the course of
last year and a further 4.5 per
cent in the first weak of 1996, is

the suitably sanitised and
internationalised way to play
China.
In July next year, when sov-

ereignty passes to China, Hong
Kong will again become an
emerging market by more con-
ventional reckonings: as part
of China (albeit with a high
degree of autonomy for the
first 50 years} its GDP per cap-
ita, currently higher than that
of Australia, will decline con-

siderably.

John Ross, portfolio strate-

gist for Fidelity Investments in
the UK, is one fund manager
who uses Hong Kong to access
China growth. "We like the
Hong Kong market It’s a lower
risk way of playing the growth
which we foresee in China,” he
says.

Some believe last week's rise

was no more than the tradi-

tional rally up to Chinese new
year on February IS. Thereaf-
ter, they predict the big flows
of money will be absorbed by
less developed Asian markets.
Others, like Jardine Fleming

Securities, are more bullish.
Colin Bradbury, the regional
strategist, reckons last year's

outperforms!)ce may continue
for at least the first half of
1996. He bases his optimism on
Hong Kong’s position at the
beginning of the economic
cycle (which, on Jardine's reck-
oning, bottomed out last year)
anti the fact that. China’s eco-
nomic gums appear to have
engineered a soft landing.

China’s credit squeeze hit
Hong Kong companies which
sold less consumer goods and
were unable to proceed with
infrastructure projects because
of the dearth of Beijing
awarded guarantees.

Optimism for a strong perfor-

mance this year has also been
bred by hopes of a lower inter-

est rate environment, which
would kick-start the sluggish
property and retail sectors.

Mr Ross further cites an
improved quality of earnings,

reasonable value and the fact

that many international funds
are still underweight. Hong
Kong is on a p/e of about 12
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times 1996 earnings (against 19

for Asia ex-Japan’s next big-

gest market. Malaysia) and cor-

porate earnings are forecast to

grow some II per cent this
year and 15 per cent next.
There is another factor,

which stands to be the matring
or breaking of the market this

year: the resumption of sover-

eignty by China. 1996 is a cru-
cial year in terms of the hand-
over, and investors will be
watching closely to determine
China's willingness to honour
commitments laid out in the
Sino-British agreements.
Mr Bradbury sees 1997 as

another plus: “This constant
nagging worry has depressed
the value of the Hong Kong
market and there's a whole
constituency of investors out
there waiting to be converted
to the view that perhaps 1997 is

not a bad thing for Hong
Kong.” Notwithstanding, hic-

cups on the way are likely to
trip tip share prices with them.

By Laura Tyson In Taipei

Investors hoping the new year
would usher in a better perfor-

mance in- the stock market
than last year’s abysmal show-

ing met severe disappointment
Equities began the year with

a precipitous plunge as inves-

tors took fright after parlia-

ment unexpectedly reinstated a

capital gains tax late last week.

On Friday the market fell more
than 6 per cent although it

recovered slightly on Saturday.

ITCie news is not likely to get

much better during the first

half of the year. The market
will be at the mercy of political

and economic woes. The first

presidential elections are in
March, an event which will

dampen investor confidence
and could provoke a hostile

reaction from China. The econ-

omy is mired in a slump,
despite solid growth in manu-
facturing and exports.

“It's going to be a bumpy
ride, but it won’t be as bad as
last year." said Mr John Nel-
son. head of research at Jar-
dine Fleming Securities
Taiwan. “The liquidity situa-
tion should pick up and assum-
ing relations between Taiwan
and China can be sorted out
amicably, the market should
perform reasonably well in the
second half of the year."

Taiwan fell 31 per cent in
dollar terms last year, one of

the worst showings among
world stock markets, as senti-

ment suffered batterings rang-

ing from threatening Chinese
military exercises to a spate of
fmanrial scandals and runs on
credit unions.

Historically the ruling
Nationalist party, or Kuomin-
tang (KMT), has been able to
employ a variety of levers to

share prices at crucial junc-
tures but its ability to exert

this sort of influence

effectively is weakening.

Nowhere is this reflected

more clearly than in parlia-

ment. The Nationalists have
until now enjoyed majority

control of the legislature,

allowing the party to push con-

troversial legislation through

parliament. But in legislative

elections last month the

Nationalists effectively lost

control. “We can't rely on the

KMT to support the market
any longer,” said Mr Thomas
Chien, general manager of

Wardley James Capel's Taiwan
office.

In a taste of what lies ahead,

opposition parties seized the

opportunity after the new year

holidays when many KMT law-

makers were absent to pass a

capital gains tax of 14 per cent
“The industry is stunned and
amazed by this, and no one
knows exactly what it will

mean for the market." said Mr
Nelson. The last time the gov-

ernment introduced a capital

gains tax iu the late 19S0s
share prices tumbled by a

quarter in a few weeks.
But Mr Chieu cautioned that

while the measure will be diffi-

cult to rescind at this stage,

the finance ministry has sub-

stantial leeway as to bow and
when the tax is implemented.

The ultimate fate of the tax

is far from clear, however, par-

ticularly as the Nationalists
are keen to avoid jeopardising

the party's prospects in the

presidential elections. Mr Lee
Teng-hui, Taiwan's president,

called the passage of the tax

“careless" and said It could
harm the economy. A group of

lawmakers have called for a
review of that measure on
Tuesday and the review of a
proposed cut in the share
transaction tax on Thursday.
For foreign investors, the

news is not all bad as mone-
tary authorities are slowly con-

tinuing to liberalise regula-

tions restricting investment

from outside. The government

has announced that individual

foreigners and corporates will

be permitted to buy shares

directly as early as mid-year,

Up to an annual limit of $5m
and $10m respectively. Cur-

rently only foreign institutions

that have obtained approval

from the central bank and
securities regulators are per-

mitted to buy listed shares.

In addition, authorities have
pledged to lift a ceiling on
investment by any single for-

eign institution from S200m to

5400m. It was also announced
recently that curbs on inward

and outward remittances of

investment capital, disliked by
investors, would be loosened
significantly. Nevertheless,
when it comes to volatility and
uncertainty, Taiwan rarely-

dis-

appoints and this year prom-
ises to be no exception.

India poised to overcome depressants
By Mark Nicholson in New Delhi

Last year was no vintage for Indian
equities. By December the Bombay 30-

share Sensex index was a fifth off Us
1995 high, scaled in January, and more
than third lower than its record peak of
4,643 of September 1994. The market
entered 1996 with the Sensex idling at
just over 3,000.

It was a year of depressants and scan-

dal. After the primary market binge of
1994, fed by an enthusiastic rush of

newly arriving foreign portfolio invest-

ment, the market became overhung

with scrip and dogged by political

uncertainty over the outcome of this

year’s general election. It suffered from
a liquidity squeeze as the government
tightened the monetary reins on infla-

tion. It also found itself mired in a
series of scandals, including a broker
default which closed the BSE for three

days and, at the end of last year, contro-

versy and mystery over duplicate and
switched shares in Reliance Industries,

one of the most heavily traded stocks.

Besides the directly dampening effect

of these scandals, they also served to

underline the persisting inefficiency

and opacity of the paper-based share
trading, settlement and registration sys-

tem, one of the chief reasons for a cool-

ing of foreign institutional investor
interesL

One measure of the market’s languor
was the fall in new issue volumes, with
just RslI2bn raised in the primary mar-
ket between April and October 19%,
down 40 per cent on the period a year
earlier.

Will 1996 be any better? Most analysts
believe it will, though not immediately.
The chief reason being the general elec-

tion, expected in April or May. In seven

of the last eight elections the market

has been subdued before the poll and

has risen markedly afterwards -

regardless of the outcome. And while

most pundits expect this year’s poll to

bring either a weak government or a

hung parliament, the banishment of the

political uncertainty which hung over
the market last year is universally

expected to trigger a rally.

Moreover, with the broader market
now down 40 per cent on a year ago and
trading at about 10 times prospective

1996 earnings overall. Indian equities

look increasingly good value.

CURRENCY MARKETS Philip Gawith

Focus on Washington politics
The dollar is the story and the
game is being played out in

Washington DC. After a prom-
ising start to the year, a dollar

rally ran out of steam at the
end of last week amid height-

ened uncertainty about the
ongoing political wrangling
over the US budget
Most analysts and investors

are bullish, with good reason,

about the dollar, but it is by no
means one way traffic. Traders
report active two-way business,

and there are certainly some
natural dollar sellers, such as

Japanese exporters. There

were also reports last week of

French and German companies
being heavy sellers of dollars,

while the two largest macro-

hedge funds were seen on
opposite sides of the market
With the release of govern-

ment data in some disarray

owing to the partial govern-

ment shut-down, the budget
dispute may take on an even
greater importance than it

might otherwise have done. At
the moment the market is

dearly of the view that prog-

ress on the budget is good for

the dollar, while further delay

can only retard any rally.

It is possible that the dollar

could continue to make ground
against the yen, while standing

still against the D-Mark. The
second half of last year saw
sharp dollar rally against the

yen, unmatched by any similar

move against the D-Maric.

Japan’s declining trade sur-

plus and portfolio outflows are

both factors which support a
stronger dollar. Some observ-

ers also believe that tbe likely

election of Mr Ryutaro Hashi-

moto as the new prime minis-

ter will be negative for the yea

In the summer he was quoted

calling for a weaker yea
around Y106-11O.

The progress of the US bud-

get talks will have a big influ-

ence on how European curren-

cies performance. A backdrop
of slowing economic growth
and the perception that the

D-Mark is overvalued had led

many investors to buy higher

yielding currencies like the

lira, peseta and Swedish krona.

The durability of these curren-

cies' rallies comes into ques-

tion. though, when dollar

weakness buoys the D-Mark.

Dollar

Trade-vraighted irxiax, 1900=100

105 :

ISO4 85 80
Source: Bonk of England

ING Baring Securities Emerging Markets indices

Week on week movement Month on month movement Year to data movement
Index 5/1/96 Actual Percent Actual Percent Actual Percent

World (301) ....15456 +6.80 +4.61 +9.51 +6.57 +6.80 +4.61

Latin America
Argentina (20) 100.35 +7.58 +8.17 +15.19 +17.84 +7.58 +8.17
Brazil (21) 201.36 +15.26 +820 +13.61 +725 +1526 +820
Chile (12) 196.81 +1.14 +0.58 +3.96 +2.05 +1.14 +0.58
Mexico (25) 80.95 +7.36 +10.00 +9.65 +13.53 +7.36 +10.00
Pbtu(17) 1,128.55 +59.59 +5.57 +154.80 +15.90 +59.59 +5.57
Latin America (95) ....131.99 +8.05 +7.19 +11.89 +9.90 +8.85 +7.19

Europe
Greece (16) 97.48 -0.49 -0.50 -0.84 -0.86 -0.49 -050
Portugal (IB) 119.50 +3.05 +2.62 +521 +4.56 +3.05 +2.62
Turkey (21) 87.09 +4.29 +5.18 -6.15 -6.59 +429 +5.18

Europe (55) —127.42 +5.89 +4.84 +8.14 +683 +6.69 +4.84

Asia
Indonesia (26) 143.90 +525 +8.79 +0.19 +0.13 +525 +3.79

Korea (23) 130.93 -5.98 -4S7 -13.87 -988 -588 -437
Malaysia (23) 235.74 +8.37 +3.68 +9.96 +4.41 +8.37 +3.68

Pakistan (li) 71.37 -222 -3.02 +0.77 +1.09 -222 -3.02

PhlMppines (11) 271.88 +12.71 +4.91 +18.64 +7.36 +12.71 +4.91

Thailand (25) 270.15 +1826 +725 +22.85 +924 +1826 +725
Taiwan (32) 121.65 -9.17 -7.01 +1.73 +1.45 -9.17 -7.01

Asia (151) - ....207.50 +4.45 +2.19 +6.87 +3.42 +4.45 +2.19
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FT GUIDE TO WORLD CURRENCIES

The table beto* gives the latest aralabta rates of exchotge trounded) against four key curencfcB on Friday. January 5, 1996 . In some cases the rate is nominal Market rates are the average of buying and acting rates except

where they are shown to be otherwtoo- In some cases market rates have been caleufated Item those of foreign currencies to which they are tied.
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Pridsy* Jmmbqf 4, t9Qt

Do you have an outstanding claim against

Coopers & Lybrand?

Do you have a Paramount claim against

Cork Gully?

Would you be prepared to appear in a

TV documentary about Paramount claims?

gso please send brief details initially

to Box B418X Financial Times.

One Sovtlnwk Bridge, Umton SEL 9HL

be treated with tbe utmost coutUeone.

Wotfoo ofInterest Bates

lb tbe Holders of

Banco Central del Uruguay
New Money Notes Due 2006

Debt Conversion Notes Dae 2007

lm+pina! B EDOUanf GITHN thill Um Intcren rut covering the inlcrost period

man Jasnary Z. 1986 IDJuly 2.IM aredetaOed betowi

Inlaraat

Seifet DMiffriMi™ Bale blend Annum Paytoent ttttp

ODMLOaertH*a B-meFetPA DBD *339* IW DBD tl900 Judy U, IDO*

fffTr+nru. 1 — 7*. fie. PJL era 1094 Pro BIO BOO July X. ISOft

USD Mew Xner Nctro MuFtoLPJU BBS 033.10 Pro OSD 0I9OQ July fi, IOM

January 4. 1890 cmBAWK. NA. ea Agtmt

MITSUI FUDOSAH CO., LTD

YEN 30,000.000,000 FLOATING

RATE NOTES DUE JULY 1097

Notice is hereby given that for the

interest period from 8th January

1996 to Btii July 1996, the rate of

Interest will be 2% per annum. The

interest payable on the 8th July

1996 will be Yen 99,454 per each

Yen 10,000,000 Note.

Agent Bank:

The Mitsui Trust and Banking Co.,

Ltd., London

[

We takepleasure in announcing that the following

have been elected Managing Directors

Drbt Product Amu invent mrui Banking

Gerard Pasciucco John C. Adams
Riccardo PavonceUi Piers LJT.de Montfort

John E. Wnterfield Gordon E. Dyal

BernardGault
Equity Alan K. Jones

E. Michael Fung Derek G. Kirkland

Scott J. Lenoutts Mahmoud A. Mamdani
Mark L. O’friri Charles W. Murphy
Mukesh D. Patel Maria del Carmen Richter

ScottM. Sipprelle Simon C.T. Robey

Hartley R. Rogers

Finance M. Ann Short
Leslie Emits Bradford Ray L. Spitdey

Outen D. Thomas
Finn Mawgemeui

Michael C. Bodson
Benedikt non Schroder

/tetcarch

Fondgu Erehavge Michael R. Armilage
PeterJ. Murray Angela H. Dean

Philip V. Netecomb Erie L Hemd
Stephen S. Roach

MSAM
Marianne Laing Hay

Tcdcatoshi Yamamoto

RobertA. Sargent Tarabits

Vinod R. Sethi Ignacio J. Fanlo

Kevin L. Rodman
Optrations Tetsuo Takasugi

David R. Nicol Thomas M. Thees

MORGAN STANLEY
tffeciiir December 1. 1095
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WORLD BOND MARKETS: This Week
NEW YORK Maggie Urry

Having broken through the 6

per cent barrier the previous

week, the yield on the 30-year

Treasury moved back above
that psychologically important

level as budget talks in

Washington descended into

squabbling.
A low point in the wrangling

was readied on Thursday
when one Republican raised

the possibility of impeaching
Mr Robert Rubin, the Treasury
Secretary. That in turn raised

the spectre again of a
government default, sending a

shiver through the bond
market. By the end of the
week, the long bond was
yielding 6.042 per cent.

While the threat of

impeachment were seen as a

political ploy, the rhetoric

suggested that an agreement
on budget deficit reductions

was further off than the

market had hoped. And while

many fixed-income specialists

stiQ believe that a slowing
economy will bring lower

interest rates and higher bond
prices during 1996, they are

LONDON Antonia Sharpe

Alter the political jitters last

week following the defection of

Tory MP Miss Emma
Nicholson, gilts are set to trade

modestly higher this week.
A firmer tone should allow

the spread over Germany to

narrow to below 160 basis

points after reaching 166 points

last week, as the market
discounts the latest political

risk. The spread stood at 163

basis points on Friday, a rise of

10 points on the week.
Dealers will be looking for

figures to support anecdotal

evidence of strong retail sales

at Christmas. Mr Don Smith of

HSBC Markets said Tuesday's
release of British Retail

Consortium retail sales data
for December, and the CBPs
distributive trades survey for

December, due on Friday,
should provide clues about the
strength of consumer
spending.
The other main economic

indicators will be industrial
production and manufacturing
production data for November,
due on Thursday. The market

FRANKFURT '

.

Andrew Fisher

The German bond market was
ruffled on Friday by the

resignation of Russian foreign

minister Mr Andrei Kozyrev
and continuing doubts about

the US budget impasse, but the

overall mood remained
positive.

The Bund future just failed

to break through 100 per cent,

ending the day above the 99.40

leveL But dealers expect the

advance to be resumed.
The new DMISbn

government loan with a 6 per

cent coupon was well received

and thought likely to trade this

week between 100 and 100.5 per

cent.

The market will be closely

watching Tuesday's

unemployment statistics -

expected to show a further

increase in the numbers out of

work - and the provisional

gross domestic product data

for 1995, likely to be subdued
Last week’s industrial

production figures for

November showed a Oat trend

overall, with a dip in

manufacturing.

TOKYO Emiko Terazono

The yen’s weakness and

stronger stock prices, which

pushed the long bond yield

above the 3 per emit level for

the first time in four months

last week, are expected to

continue to weigh on the

government bond market.

The yen’s weakening implies

higher corporate profit growth,

which would provide support

for the economy’, in turn

prompting buying of stocks.

Bond prices may see

continued selling pressure due

to the yen’s easing this week.

The current account balance

for November, to be released at

the start of the week, is

expected to reveal a further

decline in Japan's trade

surplus, and is likely to prompt

further selling of the yen.

Investors are also concerned

about profit-taking by domestic

institutions ahead of the March
fiscal year-end book-closing.

Moreover, the government is

scheduled in January to

conduct an extra 10-year

government bond auction,

which are usually held only

US
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less certain then they were.
The lack of reliable economic

statistics during the
government shutdown has
added to uncertainty. Even
with government employees
returning to work today, it

could be some time before the
data releases catch up.

That is mairing investors less

optimistic about the chances of

another cut in interest rates at
the Federal Reserve's next
policy-making meeting at the
end of this month.

UK
Benchmark yield curve (%)•
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expects rises of 0.5 per cent
and 0.1 pm1 cent, respectively.

Analysts also expect some
steepening In the yield curve.

The curve flattened in late

December as the market priced

in news that the Bank of

England planned to auction
gilts with a maturity of 2000 to

2002 in January and March.
Mr Andrew Roberts of UBS

noted that the spread between
five-year gilts and bunds was
now at a four-year high of 220
basis points.

Germany

Benchmark yield curve
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This week is also expected to

see a return to variable-rate

securities repurchase (repo)

tenders by the Bundesbank.

It surprised markets on
Friday with a quick five-day

repo at 175 per cent - the level

fixed after last month’s

interest rate cuts - to prevent

a liquidity shortage.

This Wednesday's repo could

see the start of a gradual

decline in rates, bringing them
down to 3.5 per cent by March,

said EBJ Research.

Japan
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once a month, causing worries

about over-supply-

Political developments, with
the premiership being handed
to Mr Ryutaro Hnshimoto, the

leader of the Liberal

Democratic Party, are expected

to be minimal, with monetary
and financial policies unlikely

to change drastically.

However, caution over

increased supply due to a rise

in public spending ahead of a

genera] election could place

downward pressure cm bonds.

Syndicated loans 10-year benchmark bond yields

Banks in search of higher yielding deals
With bank loan interest rates

at their lowest for many years,

and not seen rising in the short

term, dealers In the interna-

tional syndicated loans market
are gearing up for another
busy year.

However, the refinancing
boom that provided some 40
per cent of last year's record

volumes is likely to abate this

year, and in their search for

yield many banks are expected
to dedicate a larger portion of

their loan portfolios to higher

yielding transactions, includ-

ing structured deals such as

those backing leveraged or

management buy-outs and
acquisitions, and emerging
market loans.

“Banks have more capital

than the; know what to do
with - there’s a lot more
demand for assets than there is

supply." one banker said.

“Those borrowers who needed
to access the market have done
so in the last 12 months and
have locked away their funds
for the next five years. Since

rates aren’t going to fall much
further, they’re not likely to

seek refinancing any time
soon."

He expected competition
among lenders to keep loan
rates down, "unless some
extraneous shock forces them
up".

To boost the return on their

large pools of capital, many
banks may be tempted to move
out along the credit spectrum
to pick up what yields are left

“Our biggest job this year
will be to get the risk/reward

balance right,” said a dealer.

One sign of the pressure on
loan rates came last week with

the latest survey of the UK cor-

porate loan market by Stan-
dard & Poor's/Loan Pricing

Corporation. It showed that

interest and fee levels fell in

December, after finning
slightly in November.
During the autumn, a flood

of acquisition-related financ-

ing worth some £10bn bad kept
loan margins underpinned', in
December, however, there was
less demand for bny-out loans,

allowing rates to slip, the
report says.

Also, expectations that Japa-

nese banks would stage a
wholesale withdrawal from the

market due to the rise in their

funding rates did not come to

fruition, with most of them
demonstrating their firm com-
mitment to the market in
recent months.
According to S&P/LPC, bor-

rowers with a double-A profile

were charged an average of
15.75 basis points over Libor in

December, with commitment
fees of 7.25 basis points; that

compares with 16.75 and 7.5

basis points, respectively, in
November.
Spreads on loans to compa-

nies rated single-A fell to 21

basis points from 22.25 points

in November, and fees slipped

to 9.16 basis points from 9.5

points. Triple-B rated compa-
nies paid an average spread of

24.15 basis points over Libor
against 25 points in November,
and fees fell to an average 11.15

basis points, from 12.19 points

in November.
Meanwhile, the UK market is

off to a busy start, with deals

underwritten before the holi-

days going into general syndi-

cation and new mandates
being awarded-
BZW, the investment bank-

ing arm of Barclays Bank, last

week was awarded the man-
date to arrange a loan facility

for Rail track, the company
which has taken over British

Rail's track, stations and sig-

nalling and is to be floated on
the stock market in May.

Details are not yet available,

but market talk is of a facility

of £lbn or more, to be put in

place before the flotation.

Elsewhere, BZW and
NJVL Rothschild are arranging

a £30Qm loan for BPB Indus-

tries, the gypsum and plaster-

board manufacturer. The facil-

ity was said to have a
three-tiered pricing structure

linked to utilisa tion, with the

highest interest rate at 20 basis

points over Libor.

British Land was reported to

have mandated NatWest Mar-
kets and Royal Bank of Scot-

land to arrange a £250m loan,

which is expected to go into

general syndication this week.

Last week saw the signing of

a £100m loan in four, five and
six-year tranches to the West
Bromwich Building Society via

BZW and Bayerische Landes-
hank.

Another building society

loan, a £l5Qm five-year facility

for EBS of the Republic of

Ireland, arranged by BZW and

Westdeutsche Landesbank, has

attracted heavy demand and is

expected to be increased to

£250m.
Among international loans, a

8100m three-year facility for

Telefonica de Argentina was
launched last week by arrang-

ers Chase Manhattan and
Dresdner Bank. The loan pays

250 basis points over Libor in

the first year, 287.5 points over

in the second and 350 points

over in the third.

CTC, the Chilean telecoms

company, is expected to launch

a $150m five-year bullet loan

today arranged by Citibank.

Meanwhile, the First

National Bank of South Africa

has mandated Fuji Bank to

arrange the refinancing of the

$200m one-year loan it

obtained last year.

It will be paying a margin of

37.5 basis points over Libor,

substantially lower than the 55

point spread on the expiring

loan. “This reflects the overall

decline in spreads, but also

South Africa's growing credi-

bility as a borrower." one
banker said.

Conner Middelmann
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Emerging market debt

Brady bonds buoyed by US funds
Supported by flows of capital

from US funds and the positive

tone of the US Treasury mar-
ket, the Brady bond market
has begun the new year
strongly, building on the bull

run begun late last year.

Since November 14, prices

have risen by an average of 14

per cent, according to an index
of secondary market debt com-
piled by West Merchant Bank.
The market has been buoyed

by the strength of interest
shown b; US funds. Investors

have been encouraged by signs

that inflation and budget defi-

cits are falling in Latin Ameri-
can countries, which account
for about 80 per cent of the

outstanding Brady Bond issu-

ance of $145bn.

Economic stability has been
slowly returning to Mexico and
Argentina, the two countries
which suffered most when cap-

ital flooded out of the region in

the first quarter of 1995.

Argentina, in particular, bad
made impressive progress in

reducing its fiscal deficit - this

will amount to less than l per
cent of gross domestic product
in 1995 - and its bonds have
led the rally, the prices of its

Bradys rising by 22.2 per cent
since November 14.

Venezuela, which has
announced plans to seek an
agreement with the Interna-

tional Monetary Fund, has also

done well showing a 19.9 per

cent rise since the same date.

Mexican bonds have increased

in price by 155 per cent, while

Brazil has shown an 11.9 per

cent increase over the period
Mr Marc Wenhammer, direc-

tor of fixed income at Foreign

and Colonial Emerging Mar-
kets, said fundamentals have
withstood a hard test and have
emerged reinforced following

the difficulties of last year.

“I was worried that these
countries would be tempted
back to their old ways. They
have not been," be said.

Brady bonds, which are
issued by governments in

exchange for distressed com-
mercial debt, have also been
helped by the strength of the

US Treasury market
Zero-coupon Treasuries serve

as collateral for the bonds, so a
rise in their prices supports
Bradys.
Weakness in the Treasury

market towards the end of last

week - following renewed
wrangles surrounding the US
budget deficit - caused a cor-

rection in the Brady market,
with higher yielding bonds,
such as those issued by Peru
and Nigeria, the worst hit.

Analysts said Treasury mar-
ket volatility would continue

to undermine stability but
would not reverse the upward
trend, largely because the
spreads of Bradys over Trea-

suries are still relatively wide.

NEW

"Persistent high spreads
should provide a substantial

cushion to changes in the tech-

nical factors," noted Mr Peter
West, economic adviser to
West Merchant Bank.
Stripped spreads - derived

when the value of the collat-

eral is subtracted from actual

yields - have still to fall to

levels reached before the Mexi-
can devaluation in December
1994 triggered a sell-off in the

market. They remain some-
what wider than levels reached
when Brady bonds peaked in

early 1994.

The stripped yield spread of

Argentine floating-rate bonds
over US Treasuries amounted
to 811 basis points on Friday,

compared with 798 points in

mid-December 1994 and 313
points at the beginning of 1994.

Brazilian “C" bond stripped

yield spreads amounted to 877

basis points, against 765 points

in mid-December 1994 and 467
points in February 1994.

Mexican par bond stripped
yield spreads were 1.000 basis
points last week, up from 449
points in mid-December 1994
and a low earlier that
year of 277 basis points.

Ms Ingrid Iversen, senior
economist at Deutsche Morgan
Grenfell, says that by histori-

cal standards “current spreads
are not particularly low. It has
taken a year for market percep-

tions to change".

BOND ISSUES

Looking ahead, there are a

number of other reasons to be
positive about Bradys.

High real interest rates have
made local currency bonds
issued by Brazil and Russia
particularly attractive for

investors.

Ms Iversen of Deutsche Mor-
gan Grenfell is particularly
bullish on Brazil. She argues
that as local interest rates fall

in line with forecast reductions

in national inflation
, the yields

offered by Brady bonds will

become more attractive to local

investors, prompting out-per-

formance in prices.

At the same time, of the
Latin American issuers of

Bradys, only Ecuador faces
elections this year, which
should ensure a quieter
time on the political

front

Finally, emerging bond mar-
kets have become both more
diversified and more liquid

over the last year, encouraging
investors to retain longer-term
positions.

F&C's Mr Wenhammer says

there has been a clear “deUn-
kage” between Latin American
and non-Latin American
Bradys, while other markets -

such as South African rand-de-

nominated bonds - are also

becoming more interesting to

investors.

Richard Lapper
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EQUITY MARKETS: This Week
NEW YORK

Uncertainty

remains over
budget deal
Trading on the US stock market is
likely to be choppy this week until
investors are confident there is some
resolution in sight to the budget
stalemate that has kept government
offices partially closed.

Until the end of last year the market
moved higher, even as negotiations in
Washington faltered. Late last week,
however, shares suffered a case of the
jitters as hopes dimmed that President
Bill Clinton and Republican leaders
could reach an agreement
Investors were reassured late on

Friday after Congress passed a stop-gap
measure to reopen the government, but
‘a deal to balance the budget by 2002
remained far from certain.
Also uncertain was whether investors

would get any data with which to gauge
the economy. Even if government
employees go back to work today, it

will take several days to calculate the
statistics that have not been released.

-isa Bransten
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Figures on consumer and producer
prices are due late this week, but it was
not clear when they would be produced.
Investors may turn to the inflation

index produced by the Center for
International Business Cycle Research.
Salomon Brothers believes the monthly
index will show its 10th consecutive
fall, supporting “market expectations
that inflation pressures remain at bay”.

State figures on new Harms for

unemployment benefits may
compensate for the December
employment report that should have
been released last Friday.

LONDON

Waiting for

clues on next

cut in rates
Both the FT-SE 100 index and the

FT-SE-A All-Share managed to record

all-time highs last week, as stock

markets round the world started the

year in buoyant mood.

Hopes of interest rate cuts in 1996

helped the UK and the rest of Europe,

but Wall Street was an erratic Influence

as sentiment fluctuated wildly about

the prospects for resolving the US
Budget dispute.

The talks between President Clinton
and the Congressional Republicans will

continue to be a significant, factor this

week.
The most important economic

numbers are likely to be November’s
manufacturing output and industrial

production figures, due to be published
on Thursday.
Weak numbers will reinforce

expectations that interest rates will be
reduced further this year.
After a very quiet period far

Philip Goggan
International offerings
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corporate news last week, a few leading

companies will report this week,
notably Lonrho and Dixons.
The latter's statements will be

monitored very closely tor indications

about the strength of the vital

Christmas season for retailers. Further
evidence will be provided by the
Confederation of British Industry’s
distributive trades survey on Friday.

Traders will be hoping that bid

activity, which helped power the stock
market in 1995, will resume after the
Christmas break. There were plenty of

rumours but no actual deals last week.

FRANKFURT
Thyssen Stahl begins the steel

reporting season an
Wednesday. Following the
release of its preliminary
1994-95 group figures last year.

UBS is forecasting a pre-tax
profit of DM500m.
However, the bank said what

will be even more interesting

is the outlook Thyssen gives
on steel prices, which have
continued to slide in Europe
but have been firming in toe
US recently.

In the small and mid-cap
sector, stock picking is

expected to continue. UBS
expects share prices there to

continue the recovery that
developed during the first

week of the year, saying that

following their strong

under-performance in the
second half of 1995, selective

small companies still offer

attractive investment

opportunities.

After December’s cuts in key
interest rates, the Bundesbank
is seen to have plenty of scope
for further easing on its return

to variable repo rates.

This augers well far equities

and the bank’s Dax targets for

1996 stand at 2,400 for June and
2,500 for the year-end,

compared with about 2,335 at

the end of last week.

MILAN
Political uncertainty has
returned to haunt the equity
market and this week's
parliamentary debate, to map
Italy’s way ahead, is likely to

keep share prices under
pressure. The debate opens an
Tuesday evening and is likely

to continue throughout
Wednesday and Thursday.
The market’s favoured

outcome would be agreement
for another government, led by
the incumbent prime minister
Mr Lamberto Dini, who has
headed Italy's so-called

technocrat government far the
last 11 months.
The worst scenario would be

the failure of Italy's disparate

political blocs to reach
agreement, bringing snap
elections in which no one
grouping gained a strong

majority.

The likely outcome is

thought to be somewhere in

between, with Mr Dini’s

reappointment for a minimum
of six months with a mandate
to pursue criteria far Italy to

join the European Economic
and Monetary Union and
return the lira to the exchange
rate mechanism- This would
enable his administration to

see through Italy's six-month
presidency of the European
Union which began last week.

Gold Fields of South Africa,

the most troubled of the

Country's ailing gold mina
groups, kicks off the gold
quarterlies reporting season
tomorrow in the wake of last

week’s surge in bullion prices,

writes Mark Ashurst.

If sustained, higher prices

would bring some respite to an
industry desperately in need of
stronger balance sheets to
finanrg capital investment at

its mature mines.
Overall, results will not

ritffw much from the third

quarter, with Freegold

carrying the cost of 3*500 job

losses and Gold Fields reeling

from a disastrous 1995.

Only the speedy settlement

of a recent strike at Gold
Field's Kloof mine, a surprise

given its labour relations

record, and a possible deal

allowing its reserves to be
minpd from Gencoris new
Beatrix shaft, give any cause
for optimism.

Anglo American
Corporation, the world’s

largest gold producer, should

show improved results from its

gold divisions as some
innovative agreements with
unions bear fruit.

Likewise, Gengold's disposal

of its marginal mines, and the

possibility of early returns on

investment at its Kinross mine,
will merit close scrutiny as

parent company Gencor moves
to reposition itself as a world
class mining house.
Mr David HaH gold analyst

at Barings, predicted a better

year in 1996. ‘‘Even declining
industries go through periods

when productivity picks up,"
he said.

HONG KONG
Brokers expect the Hong Kong
market to continue climbing in

the run-up to the Chinese new
year, which begins on
February 19, although a
degree of consolidation,

is likely following the 4-5 per
cent gain by the Hang Seng
index last week, writes Louise

Lucas.

With most analysts believing

interest rates wfll continue to

move lower this year after the

0.5 per cent reduction in prime
lending rates set by the

colony's main hanks on
December 22, property and
finance counters - the most
interest-rate sensitive - are

expected to shine.

Conglomerates are also being

tipped for a good run,

especially laggards such as
Wharf Holdings, which derives

the bulk of its gamings from
property, and the trend for

issuing third party covered

warrants is also set to lift the
targeted stocks.

Overall, corporate earnings

are forecast to grow by II per
cent this year and 15 per cent
in 1997.

Great Eagle Holdings, the

property company, announces
its finals on Wednesday, but
the corporate earnings season
does not start in earnest until

late February when global
hanking giant HSBC Holdings
unveils foil-year figures.

TOKYO
Investors will try to digest

developments on the political

front following Mr Tamiichi
Murayama’s sudden to

resign from his premiership
last week, writes Emiko
Terazono.

While a Liberal Democratic
leader has positive

implications for asset prices,

same analysts are cautious of a
split between the tripartite

ruling raalitinn
, due to Mr

Hashimoto’s conservative

political views.

“Political volatility cannot be
good at a time when the
finance ministry is also feeling

vulnerable after the

resignation ofMr Kyosuke
Shinozawa, former
vice-minister of finance.

1
’ said

Nikko Securities.

Compiled by Michael Morgan

Spain’s Repsol poised to

open busy first quarter
Surging stock markets around

the world in the opening days

of 1996 have provided an ideal

backdrop for what is set to be a

busy first quarter for interna-

tional equity offerings.

The first of 3996 is expected

to be the Spanish govern-

ment’s sale of a fourth tranche

of shares in Repsol, the oil and

gas company.
Goldman Sachs and Banco

Bilbao Vizcaya. which
arranged the previous offer-

ings, are believed to be in

charge of this deal
In what is widely expected to

be the last public offering in

the company, the government
is likely to sell about 11 per
cent of Repsol's share capital,

which would leave It with a 10

per cent holding. At current
market values, the govern-
ment's 21 per cent stake is

worth just over S2bn.

The government’s decision to

press ahead with the sale in

the run-up to the general elec-

tion on March 3 has angered
the opposition party, the
centre-right Popular Party.

However, bankers do not
expect this to derail the offer-

ing. which is scheduled to get
under way in the middle of this

month, with pricing at the
beginning of February.

Since about half of the $lbn
offering is believed to have
been reserved for domestic
retail investors, the amount on
offer to international investors

should be relatively modest
Given the selectivity shown

last year by international
investors, in particular US
institutions, this is probably a
wise move by the government
especially since Repsol is

already widely held abroad.

The bull run in the US stock

market last year resulted in a
dramatic drop in new invest-

ments In foreign equities by US
in<d~itiitiring

According to the Investment

Company Institute, the US
industry association for

mutual funds, the flow into

international equities by US
mutual funds was $5-2bn in the

first 11 months of 1995, com-
pared with $27.2bn in all of

1994 and $26.3bn in 1993.

US pension funds showed a
similar pattern. Intersec, the
US-based pension fund consul-

tancy, estimates that the value
of new regional mandates for

Europe awarded by US pension
plan sponsors dropped to just

$200m in 1995, freon $l,7bn in

1994, while mandates for the
Pacific region are estimated to

have dropped to $lJ2bn last

•year from S2.7bn the year
before.

Although the lower numbers
also reflect a move by US pen-
sion plan sponsors towards
awarding global as opposed to

regional mandates, the strong
US stock markets clearly had
an impact
In view of the high valua-

tions in their domestic mar-
kets. the two largest pools of

international investors, in the
US and the UK. are expected to

look more favourably on for-

eign markets this year. This
should allow more equity offer-

ings from i .atiw America and
Asia to come to market
The need for higher returns

is particularly pressing for US
pension funds, many of which
have to meet actuarial rates of

9 to 10 per cent With US stock
markets at record highs and
Treasuries yielding around 6
per cent such returns will be
hard to find at home.
Other privatisations sched-

uled for the first quarter
include the Italian govern-
ment’s sale of its holding in

Ina. the insurer. However. It

seems likely that the privatisa-

tion of Enel, the electricity

company, slated for the first

quarter, will be pushed back.

The Italian government indi-

cated last year it was commit-
ted to selling its 34 per cent

stake in Ina by the end of Jan-
uary, through a placing of gov-
ernment bonds convertible into

Ina shares. It is rare for this

structure to be used in Euro-

pean privatisations, and bank-
ers will be watching the offer-

ing closely.

Given the tendency among
continental European retail

investors to place their savings

in bonds rather than equities,

the fixed-income element of a
convertible bond should have
more appeal than a pure equity
offering.

If demand for the Ina bonds
is strong, bankers say the
French government could also

experiment with a convertible

bond structure. The govern-

ment needs to find ways of

revitalising its privatisation

programme following last

year's difficult disposals of

shares in Usinor Sacilor, the
steel company, and Pechiney,

the aluminium company.
The other privatisation

scheduled for the first quarter

is the Norwegian government's
disposal of its holding in Union
Bank of Norway, the country’s

largest savings bank. Norway
stands to raise about 6250m.
The first-quarter calendar for

corporate IPOs is equally
crowded. Preparations for the

£2bn flotation of Hutchison
Telecom, operator of the UK's
Orange mobile phone network,

are at an advanced stage. Gold-

man Sachs and Kleinwort Ben-

son, the banks arranging the

offering, have decided on the
syndicate and should
announce the results this

week.
In the same sector, UBS is

arranging the Dotation of Peo-

ple's Phone, a retail distributor

and service provider of mobile
phones. The offering, which
should capitalise the company
at about £280m, is expected
next month.
Bankers also believe the Do-

tation of Scania, the Swedish
trucks group and a flagship

company in the Wallenberg
family industrial empire, could

emerge early this year. A stake
of up to 75 per cent is to be
floated on the stock market by
Investor, the Wallenberg hold-

ing company.
Although US and UK inves-

tors are expected to diversify

their equity holdings away
from domestic markets this

year, the big question facing
the vendors of stock and their

advisers is whether they will

continue to favour corporate
offerings over privatisations,

as they did last year.

In 1995, international inves-

tors made it dear that they
would not pay up for privatisa-

tion issues. If governments
heed this message and price

their issues cheaply, they
could find themselves basking
in the same glow of success as

the vendors of stock in Gucci
and Adidas did last year.

Antonia Sharpe
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National Savings and
Commercial Bank Ltd

International Offering of 5,600,000 Global Depositary Receipts

representing registered ordinary shares

the Hungarian Privatisation and
State Holding Company

Offer Price: U.S.S9.50 perGDR

In addition, 2.359.905 shares were subsequently offered and sold to Investors in Hungary,

and a further 1 .399.732 to management and employees ofOTP Bank.

at an Offer Price of 1.200 Hungarian Forints pershare

Global Co-ordinator

Schraders

Joint Lead Managers

Creditanstalt-Bankverein & Schraders

Merrill Lynch International Limited N M Rothschild and Smith New Court

Baring Brothers Limited

Deutsche Bar*.

Credit Lyonnais Securities Daiwa Europe Limited

UBS Limited

wwUM flawnpbflw>solfl.l>i»jnnoiwcanionianpMim »9nMnwct>eccwlonty.

Chemical Works of

GEDEON RICHTER LTD.

International Offering of

2.440,000 Regulation S and Rule 144A Global Depositary Shares
each representing one registered ordinary share

the Hungarian Privatisation and
State Holding Company

Offer Price: U.S.$14.75 perGDS

A further529,000shares were subsequently sold In a management and employee offering,

and 325,518 shares were sold to investors In Hungary, at an
Offer Price of 2,000 Hungarian forints pershare

Global Co-ordinatora

^B Creditanstalt Securities Ltd. Schraders

Joint Lead Managers

Schraders

CS First Boston

Creditanstalt-Bankverein

L339,430 Regulation SGDSs

Dresdner Bank-IGelnwort Benson

Msmfl Lynch International Limited

Indosuez Capital

Nomura International
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POUND SPOT -'^HD AGASSI THE POUND
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CURRENCIES AND MONEY
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3*0
3.00

m 5*5
_ 5*5

3*0 3.75

200 3.75

- 825
- 825

9*0 io«e

8*0 10*0

3*0 3*0
3*0 240
1*0
1*0
£26
525
0*0
0*0

An^ntha (pftso} 1*520 +0*032
PS) 1*093 +0*034

Py?” P*} 2-1077 +0.0000
JWMoo IriPnol 11.7540 +0*054

S) 1*527 +0.0038
fad*®***** East/.Africa
"WtraBa (AS +0.0092
H-flKbna rf3 ,2*094 +oXM*. W 54*987 +0*152

1 (a*) 4*662 -0*077
rfP”. (V) 162*24 -1*3
MftajMa (MS) 3*fl2S -0*031
Nw+Zerimd (NZS) 2*642 +0*001
™»PP4W8 (Peso) 4a71 IB +0*602
SarfArabit (SR) 5*236 +0 .0,39»W«a (SS) 2*095 -0*069
S«4h Africa (R) 5*345 +0*096
SoiBh Korea (Won) 1223*4 +443
T«w«l (TS) 42/4182 +0.0858
ihMand (Bt) 39.1863 +0.0418
1 Mwto4n«. IMMii 4+»ewta h tha ttourri
re tifM by aim Warn «t Staringm

In beOi ate and the Deter Spot ate

515 - 525 1*547 1*459
088 - 098 1.5115 1*038

354 - 726 11*026 11.7138

614 - 419 55*470 54.7740
514 - 609 4*623 4*514
728 - 920 183*40 161*30
607 - 843 3*680 3*487
623-861 2*710 2*575
068 -378 40.7378 40*858
217 - 284 5*310 5*003
081 - 108 2*135 2*053
322 - 367 6*118 5*130
337 - 431 1225.50 1217*4
042 - 322 42.4779 42*819
723 - 002 38*330 39*900

Argentine (Puri 0*996 -0*003 995 - 996 0*989 0*995
Brad (RS) 0*721 -0*001 720 - 721 09723 0*720

2.1064 0.7 2.1033 08 ?noai 02 84/4 Canacfe CCS 1.3575 +02032 572 -577 1.3583 1*557 1*577 -Q.1 1*578 -Ol 1*828 -0* 83.9
- - - - - . - Mexico (New Peso) 72700 +0205 600 - 800 72800 72600 72723 -04 72755 -03 72803 -Ol -

12518 02 12484 02 12383 02 04A USA
Padflc/Mdtfla

(*)

Eaat/AMca
- -

a
’ - “ “ " 962

2.087 -02 2.0908 -12 2-1073 -12 662 Atatrafii (AS) 12430 +02027 426 - 435 12443 1*426 1*46 -1* 1*485 -12 1*872 -1* 882
122023 0.7 112042 02 112677 0* - Hong Kong (HKS) 7.7346 *0-0003 340-350 7.7*50 7.7340 7.7352 -Ol 7.737 -Ol 7.784 -04 -

- - - - - « . Inda (Ra) 35/4200 +0.12 000 - 400 35.4400 35*270 3527 -5.1 35875 -6.1 37*45 -5* -
- - - - - - - tarari 0*1 3.1278 -02124 253-298 3.1371 3.1253 - - - - - -

181289 62 180/484 5.7 154.144 5* 1374 Japan m 104265 -1*35 830-000 105*00 104*30 104* 5* 10324 S.1 10011 42 138*
- - - . - - - Malaysia WS) p,rtson -0.008 515 - 525 2257D 2.5516 22829 -04 ?.wn -1.1 22625 -12 -

2*871 -12 2*741 -1.7 2*383 -1/4 1022 Naur Zealand (NZ5 12225 -02035 218 - 235 12244 12218 12256 -04 12314 -2* 1256 -02 -

tatartaanfc Pfadng m 3* SB 3H “ “ -

warit ago — 6H am 5ft SB “ "" ""

US DoBar CO» -. 5*0 520 525 -
5.14 - — ”

weak ago - 5*0 526 525 520 “

ECU Unkod Da 5V4 514 54 54 “ — ”

waak ago 514 514 SA 54 “ "

SDH Lfttaad Oa - - a*' 314 344 35 7
“ ”

waak ego - 34 3ft 344 3ft
“

1 aria ahoa only Aa MM Cm doctoral ptocoe. Fated tenna not (freed* anted to ttw raarfcriM
teatend by tea Bank <4 Entfand. ten m irage 1300

.

100. mem rabaaod ia% tad. Offer ana
ted froro THE WM/RBJTERS O-OateO SPOT RATES. Sam Mute aa ranted by tee FT.

PTrippfcas (Paso) 28*200 -0*1 100 300 36*300 26*100
Saudi Arabia (SR) 3.7506 +0.0001 604-508 3.7608 3.7602

Slngapera (SS) 1/4230 -0*078 225 - 235 1.4273 1.4225

South Africa <n 3*268 -0.0025 233 - 283 3*305 3*286
South Kona (Woo) 788*00 +1 100 - 300 7B&600 784*00
Tohanei (TS) 27*190 -0*09 170 - 210 27*300 27*130
Thailand (BO 25*375 -0*325 390 - 400 25*800 28*380
t SDR rata par S tor Jm 4. Bdfater omate to tea Deter Spa trite show only tee

aratMbutwatotetod by ante teal tame. LOL katana 4 ECU are quoted in US a

3 8.751 -0.1 3.7517 -ai 87551 -0.1

5 1.4195 3* 1/4135 2.7 1*88 ZB
9 86568 -8* 87079 -87 3*498 -8*
} 791* -4* 794.7 -3* 813* -3*
3 27*39 -Q* .27*78 -09 -

3 25*382 -4.7 25*4 -4* 284225 -4*
e bar teee teakml tteoee. Bernard ndra tea not i—rty gutted lb tea

mnonoy. JP. Merpei noaate Mtoaa Jar 4s Bme*mge -IBBOMIOO

CROSS RATES AND DERIVATfVES

EXCHANGE CROSS RATES
Jan S BFr DKr Rfr

Briflhen (Bftj 100 1882 16*7
Denmark (DKr) 53.13 10 8856
Franca (Fflr) 59.99 11*9 10
Gwmany (DM) 2085 3*68 3420
inland (E) 47*4 8*10 7*91
“ft (L) 1*70 0*52 0*12
Nathartaada (H) 18*6 3456 3*80
Norway (NKr) 48*1 8773 7.7*9
Portogri (Es) 1875 8718 8293
Spate (Ptn) 2441 4*95 4*89
Sweden (SKr) 44*6 8407 7/445
HWrifrtmitl (SFr) 25*0 4.799 4*60
UK (£) 45*7 8634 7*46
Canada <C3) 21.77 4*98 8629
US (5) 29*4 5*60 4*23
Japan (Y) 2818 8303 4*97
Ecu 37*7 7.147 8328
Dwtah Krmr. Rmte Flan, Norwegbn Kronor, and 8m

: IUIUKU (MM) DM 125,000 per DM

5346 5440
2841 2*94
3208 8268
1099 1.120

2631 2*79
100. 0.102

981* 1

9482 9 sea

1056 1*76
1305 1.330

2389 8483
1384 1*89
2453 8499
1184 1.188
1580 1*09
1507 1*35
2031 2*69

506*
2689
3087
104*
239*
0486
n?gg
235*
IOQi

123.6

2281
129.1

232*
110*
149*
1486
1982

rand team i

Mar
Jun
Sep

sun

Open

02040
02890
07016

FRANC

H

Sett price

0.8071

07001
0.7030

miHES (Ik

Change

+02032
+02032
+00032

AM] SFr 125

fill

1
Low

02930
06960
07016

Fr

BelvoI

42,163
2*02
670

Open hL
60*35
4251
2268

Pm
Jaa 5

EfoOt
IrsOr

3afh
Ip

Nl Ira Hear Vori

—Oom —
1*520
1S09
1*488
1*368

k

-Prw. dose

1*500
1*489
1*408
1*352

Mar 0*650 08674 +0*028 02712 02627 21296 39269
Jut 02733 0*750 +00025 02775 08733 135 1,055
Bop - nnipa +00025 02860 02825 7 92

FTOUDEb WORLD CURRB4C3ES

The FT Guide to World Currencies

table can be found on the Ematgteg
Markets page In todayfo etSdorv,

: YEN wnutltfl (MM) Yen 185 per Yon 100

Open Sett price Change High Low

Mv 0*585 00560 -02006 0*875 0*606
Jun 0*710 0*706 -02002 0*787 0*710
Sap 02810 0*817 +00002 0*880 0*810

SmUNO FUTURES (IMM)eB2*00 par£

Mar • 1*400 1*502 +02034 1*628 1*450
Jun 1*460 1*466 +00036 1*400 1*480
Sep - 1*4& +00038 1.5440 -

Open teL

75,026
8676
334

UK INTEREST RATES

LONDON MONEY RATES
Jan 5 Orer- 7 days One Three Sa One

right nodee month months morphs year

Marbaric Sterling 10 - 8te 6% - B,7. &i - e>j $A - 0A 6,’t - 6A *A-B\
Storing CDs • - ft -« - 6B BH - 0* 0* - ft
Treasury B»s - • ft - 6A ft - BA
BaritBBs - - &B - flji ft - 6£ BA - ft
Local authority depa. 6A - 6A 8,'. - 6ft 6A - 6,’« 8,’e - 6,'a « - 6A 6£ • 8*.

Discount Market dtps ft - 6 ft - ft

UK dsatng bank I
I
rats 6*2 par cent from

HmmW> SC C/> OPnOMS E31*50 (canto per panel)

Strike GALLS PU1
Price Jan Feb Mar Fat

1*20 . 3.17 3*1 3*7 0*2 <W
1*30 2*4 875 829 0*6 87
1*40 1*5 2.13 2*8 0.17 1*
1*90 0*4 1*8 819 0*7 1/41

1*80 0*1 1*0 1.73 0*5 1*
1*70

,
0.05 0.71 1.34 1.75 85

Pimtoua day* not, Cria N#AHi WA . Prw. <tafn epan Int. Cafe NM Pite N/A

Up to 1

month

1-3

month
06

months

6-9

inontfts

9-12

months

Carts of Tax tkp. (2100*00) ft ft 5 5 ft
Carts at Tax dap. inter Cl00*00 b 2hfX- lb<te tetriaia ti tar cat llope.

Ava. tandar rale ofdbeoitat a.1831 pc. ECGDImd rata 8dp. E*pon Franca. M*o up day Deo 29.

189S. A^aad rate ter parted Jan 24. 1SBS to Feb SB, 1998 Schenw • A 7*foe. Moate rata te
paled Dee 1, 1995 to Doc 2a 19BS, Srfwnaa IV SV ftSSTpc. Fbwm Haute Bam Rm 7pa tan
Jenny 1.1996

BANK OF ENGLAND TREASURY BILL TENDER

BANK RETURN

BAMQNG DEPARTMENT

LtebUaa
Capital

PubOc deposits

Banlesra deposta
Fteserve and other acoowna

Government securidee

Advance and other acewita
Premise. aqUpment and erher :

Notes
Coin

ISSUE OEPAffThBfr

mn—
Notee In dreutedan

Nates in Banking Depertmant

Other Governrant securities

Other Sacurittas

«n%
urns Prteai **-

teerti- BINS ri*»F»ra1teuj

TrmsMpciW ~-
I5V9G ,9B8tt —— 102H -vie

Exb 13*apn 199BR 10ZB -w1|

Carnmnopciwe— ^ -«
Ttomi^iaBW—- IWri -.15

E*cS ia>zpe1BB7 104A -.«

TrswCW^cTflgm— ™ -»
TtoB Bkpe 19B7tt JWB
En* lipc 1997 114B
9%ne1Wi— —— KBAel -*
TrS^ISBBfr— 101% -25

hmskpewaMBB- iott

TrsasISiapeWtt: jaB "?
Fob iaet93B- lift --38

nmgigpciggstt— im»d -22

JaaS DR 29 Jrai 5 Dm 29

Bh on attar ElEOOm ElSOOar Top wxaptarl nta 81868% 82371%
Tcta d atauto £3982n waatta Are. rata ri dtacrant 81631% 82180%
ToW akcatod SBOOra ZlSOOra Amaoaiwa 82583% 83137%
Hh. acoptad Md £90465 £98.445 oner a neaimder El500m CSOOra
Moteem it rata. taW 100% 20% 10a. axept bid 182 tfora - -

Jammy 8 1998

e
14*33*00

012,711*83
1*84*75*68
4.160*23*12

6*72,763*63

1*81*47*81
5*61*39*77
518*85*88
11.128196

161,823

8972,788963

20,796*70*04
11,128196

20.810*001000

13,000471353
7,729*28147

20*10*08000

decrease tor meek

t

-368192450
-248887*80

+1*10*25*02

-100*50*00
+1*18*79*68
-520*78778
+7*47*14

+48788

-917*47*74
+7*47*14

-2429.131*85
+1*18131*85

BASE LENDING RATES

Adams Company... 850
ANed Truri Bark —630
ABBar* -875

SHmyArabacher 850
BarkafBmfe 850
Banco Bfoao Vtacaya-330
Bank d Cyprus -8*0
Baric ol Wand. -BJS
Barkrilnda — *75
Barit at Scodand _B*0
Bateays Barit -8*0
UBkot Ifid East 3*0

•OwnStpfeySCoUl -BSD
CtbaritNA 850
CJydaadate Barit —650
Hit CdcpeoteB Bank 875
CorAB&Co 850
CradBLyorsas 850
Cyjaus Popular Barit. 3=0

*
DurcanLavrie— 850
Emm Barit Lmted ...3SD
FhancteS GanBmk -7*0

•Robert BarringaCo _ 630
Girobank - -3.75

•GUnnasshtehon— 850
Habb BaritAG ZUrich 650

•Hartros Barit *50
Heriafale& Gen frwBk 6*0
•Hi Senate.— — 8*0
C. Hcam&Co *50
Honing S ShangTte. 850
AtenHodgsBa*. . 6*0

•LeopoldJosephsSens 650
Lloyds Barit 6*0
Magtoai Barit Lfo 6*0
Wand Bark- 6*0
MountCrat*Cop— 6*0

•ResBrohem. 675

RoyriBkoi Scodand. 6*0
•Gkigar S Fnedander—6.75
•Srrtei S MAran Sera BSD
TSB. 850
UndedBerttofKuateL 675
LWy Trust BaritPic ..3*0
Wsriem Trust... 675
WMBmayLtefaw... *50
YortoNra Barit 650

•Mambeacf London
bwefluiert Baritfrg

mr% Ana
Meat +/- bn

EsSi laeiare — 11ft 3£

DM V2PC 1999(8 im»5 -3L

TiaaiFfoBmww 1*^ -*2
Baft 12t«pc 1999 115fl

Tram iotas 1B£

SSSt’^tM-. 1«B
Gob* 9pc 2900$t 1WA *
TraaiUpeano
14pe 1995-1

11B“ 35

770 J?22*22
1.150 Nr3Hy3

800 IM5 Kyi 5

3409 By15PM5
1*90
1700 te21RC
1*88 FdM
8*50 1*1 an
830 4(27 007

1530 Jy19JtiS

8.150 50301930
1*00 tel MyI

935 MriOSeSO
3*09 MyZONdO
1*00 Jy13J«l5

8700 OMritek
3JH0 SriBtorZB

t*a teUMyi9
6900 FaiOMIO
1J99 MyZ2J«2
SufiS Sa3Hl3
1171 *14*14
970 H(22Mf2Z

16121305
27*1309
81012B8
9.10 1240

1612 1307
17.71253

30* 4491

2671841
2091250
11t2tZ73
24*1758
2591331
2481308
16101259
11.12 19t7
6114845
21*1264
11101288
4J38S5

16101242
267 1214

6121290
16101308

Tram8 >2*2005#—

„

Pape ZOOS#

7kpc20O*tt-

9pc20BM»f
TMlt14ipc20(B-7—
Trao Shpo 2007#
13»*pe 2004-8

TrWB foe2008#
Iriaatec 2009

OmRtomYaws
TramB 1/tecSID
Cm* tpc Ln 2011#
Trim Spc201

Trim5»j0eaiW-W-
Trimtec20l3»
1*1*2012-15#—
ape 2015

TW»SVPC2017«:
Bab IZpe 2013-17

10« -52

-M
Wllj -46

102B -87

123&0 -48

lOWri -49

ISBfl -50

110% -59

102A -JO

86% -*
HOfiJd -H7

111A -iss

Site -*1

101S -U8
OBteri -.78

UKA -1 18

109te -1.19

139U -ISO

TimsSpeZ000»
10pc 2001 -
TPCHXJI tt
Mae 2002.

tec20oan

hsmliSc'aOM

Tram6tepc2Qt>g=t

Trias 12»jgE 2003*5

1MB
1127. -M
W& -JO
113*
jtHA
Iiaj -4B
liaS -31
azteri -*D
11ZS -AT
93* -«
1T2te -*0

I2« -41

4*00 Js70s7 31.104918

4406 M2EF42B 2071280
7JSD K|6MM 8103031

9527 FeZ7AuZ7 21.7 1340 _
sen orTDJsio an aoio

i“!»«su»Wt
543 Jll4Jy14 6121274 Cb» SltfC Td At

1412 AP230C29 1891248 Tims30958A>
6500 Hy269*26 20.MJ 3641

4*42 OCMApIS 1191247 Br*ri2tel*

3*001*211*21 16T0129S TraraZteBC

SOteri -J7

44fi -158

Site 815

37te <133

31BBJ-184

site -as

0*00 JB70B7

6*00 JI7DS7

3*00 IMSe8
2*00 ApStkS

1150 Jfi2*OZ

7*07 jug jytG

1*50 aasius
5*21 teI30el3

1450 l*25S«a

4150 M2Ste2S
5*73 Ja,2Jyi2

SJEO FaBAuB

1*00 M10S410
6100 M27SC7
BOO Jy26JriB

5500 Jr70y7

7*50 FtfS/US
1.000 Jnl?D*12

359 Fll ABl

1.303 JelOel

ns ApiOei

58 testk*

276 5JMpMc
475 folOd

31.104845

31.10 -

2*2300

1*1334

1612 1293

11.12 13B
28*1301

691343

21*1336

wnt« teat
pmbg RfesE *f- em

2JE-98 (6731 215>2 1*00 tonSSal

6

4tepc-9B# 1135*1 712]} 0*6 BOO AsZ70cZ7
Itepem—.—m3) I78tj 614 1.700 tor24Se24

2«a*U3 mo 174fi __ U® MyZOteZO
4tepcU43 res6) 11a 022 1*00 Ap21 0t21

ax 06 1S25I183IW 038 1*50 JH9Jy,9
7 La= U9 173/9 166te OZS 2*50 Hy20nd0
2izSCl1 (745) 172A 0,1 2*50 F£3Au23
atesem... B93 141 te 031 2J50 F+IGtalB

Stepc T6 (SI* 13JVa -.10 3*50 JtSEJy2B
TtepcTO |DJ) 1447, -.11 2*00 telBOCIB
2hxT*tt (97J) ISOteri -18 1700 te,7Jyl7

4tePC‘3Q^ (135.1) llOteri -.16 1*00 JMGJyZt

16104632

6121345

3661701

401330

21*2229

26121332

31.1048SC

1671882

6,1 1290

22.121239

25.10052

25*1243

1*1324
1.12 1239

3*1315

ibyRgurea or pwanOimee riser RPI base lor tadetang. He 8
months prior to rad and have bean attested to irimt
rebasaiB cl RPI to 100 n February 1987. Conversion bear
3*46 RPi tar Aprfl 1396 1460 and tor November 1095: 149*.

Other Fixed Interest
AMDnrl0te*Z009_
Blbai I1i2flc2tn2

koUCteStePcK)
tec C« 1996—
1foe 37-2

nydwttetectfoeani-
Lieiis U'2jc?cn6
(Jmpod3tep;ti«L
LCC3K"20Atl
Hndiobr ntepc 2007-
•M.Nfr.tec'B'
ITWdiAnria 3%X20?1.
4tepCl3B4

IMUksSttiW«200e

11BA -74
127 -20

10M _
104

lltTi

15MJ -.17

13Ste 160
40-123

2Js —
123te -40
75te -*3

141te
136*7 —
!2Fz 0*1

100 *245(24
« By 1 5 ran 5
303 telOcI
725 MKtm
315 tel Del

te MyJl H*30
40 ApiOei

5 UHtoleOc
26 UfcJticOe

6 ApSOriS
25 an Sal

bo m*pa
50 *23
50 HI Sel

• Tap-
riock. tt Tat** *° nun lerirkaKi on tetdr-rik"- e AwSlon I

ad Bt rirWend Cheng mrHvtoas ae riovei (n pounds par £190 imd ri axk

STOCK INDICES

jv5 Job 4 Jm 3 ten 2 Pac 29 Wgfa Lier Htfi Lora

—_ 1

S704S0 371610 371660 3887*0 3539*0 riSflO 295420 37(580 £650 FT-SE-A FUgfog

5«I«2SI 4071*0 4071/40 4053*0 *03690 4021*0 4071*0 338690 4152*0 137840 FT-SE EDOOack 100

er^Uriznmlfe 40B1» 408X10 405673 4051*0 4034 S3 4083*2 330640 418020 137630 FT-SE Enra&att 200

MLAM1 1841/40 184620 1844*0 1831*0 1830*0 180*0 148Z.40 184620 BB40O FT Onfeay

198167 1886.40 T95B.17 10*632 1941JS 199SJT 167651 2005*0 1363.79 FT tart SBCWtW
~~ SSS ~ IT. 1946C0 103171 183&J35 1S2*9 1917*1 1072*0 1G5B.1820BU2 1363.79 FT Rad Mmt

W14J0 1817*5 ,015*8 1B037B 1602*6 1837.71 146923 181755 61*2 FT GoldMm

— 1005(86— State i

Jaa 5 Jan 4 tea 3 tea 5 Dae 3 rigi taw Wph

1115*9 111195 111245 IlfflM 110641 1115*9 949*0 1115*9

1519*0 1535*7 153422 15C88G 149041 153557 1222*1 154619

1514*8 1631.71 163009 1610*3 100063 1831*1 1314.73 1BJ1J1

273720 2734.10272520269678 269010 273720 202510 273720

3SJ3 9554 aa 85*2 95*4 9622 9022 127*8

114*4 114.18 114*8 IKS 114J5 11&04 10557 m>7
212638 2082.10 20*843 1968*7 191146 2337*0 1637*1 2367*0

FT GOLD MINES INDEX
Xcfag * of

•taw Hfo Bctt

[ (34) 2t20*B +168 53J50 10608

|4aM% rate H» Lara

1*0 - 0063*8 1837*1

S UBuR mrbank taongm are oaeraa nr n TrTm.
at Main rat mttp ray. The banka met Baka* Tluat. W* or TWyo. Banarpa

riabafl fat ilia damaade Moray Rbbs. US CDs. ECU 8 80R Uried Dra

EURO CURRENCY INTEREST RATES
Jan 5 Short 7 days pne ~nwee Sri

rarm notice month months mrattha

Briber Fame 3% - 3% 3fi - 3fl 3« - 3i* 3g - 3ft 3te - ^
DnStKrraa 4^-43 4* -4te
D-Mnk 3S-3H-3H-3H «;8fi 3te - 3% Jte

-

Dutch Odder 3A - 3£ 3A - aA 3H -M 3^ - 3A ^ ~

French Frans 4% - 4* 4fl - 4H 4iJ-4j *« '

Portugueee Eac. 8^-811 Mi - 8H 8»-8d
Spartan Pasaa 9,’« - 9d 9^4 - ft ft - ft 9* -® ^ S
Storing ft - ft « - « ft - Si Bjj-ftg ft
Setae Franc ate - 2 • ft - 1% iH - 1U iH - ifi

Cm. Defer 5li-ft 5ft - ft ft- ft 5ft -« Sft -5ft

US Dote 5ft-5ft ft - ft ft - Sft 5te-ffl ft -5ft

Man O* 10ft - 10ft 1ft - 1ft 1ft - 1ft 1ft ‘ «ft 1ft - 1ft
Yar te-te ft - A te-te 'a-^, Jb -

H

Aatan SSb« 2>g - ft 2>2 - ft 2* - ft ft - 2h 2h - 2*8

Sint hna onm am raf tor Bn US Dcrar and Ynv athenc too dqe* nollca.

ft-ft
«-*a
ft -ft
3U-3A
4S-4IJ
ft-ft
ea-aa
ft-flil
ite -ft
5ft - 5A
ft -5ft
1ft - 1ft
ia-te

2*2 - 2te

One
yew

ft -ft
5 - ft
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20% ,
11% -1*4

2*8 -A
4h. >
15% 4*5

A
4%

suck DM. E too* Mgh IswOoMChng

Cntwn C A 040 15 5 15*2 15% 15% A
Cram CS 040 13 57 15% 15% 15*2 A
CWK 053 29 66 26% 25*2 S%
Cunxrmffat 9 7100 2% 2% 2%

arts
DXihiV

Duatrenm
Ocpfe*

11 in 11 o% ft

24 113 14% 14*2 14%
12 74 10 9% 9%

046 X 119 8 713 8

A
-%

EflstnCo

Echo Bar

EedEnA
EdUtRi
EmcoH
Eptape

046 11 4 12 11% 12

007 33W236 U12 11% 11% A
032 23 26 9% 9 9ft +A

49 X 7 6% 7 A
37 1967ti20% 20 20%
10 640 16 14% 16 +1%

tends
Rna A
FsKftflnc

Fores La

Frequancsf

0.X 16 10 31% 31% 31%
2.40 10 37(61% 50% 51%

OK X 34 25*2 K% 25%
20 1951 47% 46% 47%
X X 6% 6% 6%

+%

AA
tean
GartFdA
GWMft
GoBOetd

Cut (Mb

OK 15 116 16% *0% 16% A
074 19 812 32 31% 32 A
OX 10 4K 17% 17% 17% A
034 5 940 & 4A 4C -A

HapPd 13 403 1% 01% 1% +A
Hasbro 032 *52453 31% 31% 31%

n Si
Stock Oh. E raos Law 4towelBap

HraUiCtl 76 7100 1ft *A 1ft A
Mm 017 18 7100 19 19 19

HvnrataiA 11 164 7% 7% 7ft A
kstnmcp 016 17 W 1A 13% 13% A
kit Cores 82445 8% A kft

totaluopi 47 344 »% lA 20

ten 006 X 19X 27% 27% 27% A
Jan Bel 0 IS Zft 2ft 2%
WnarttCp 12 40 2i3 *?> 2tt ft
WrtjyEjp 47 6567 17% 16% 16% A
tagftq 8 2426 11 10% 11 A

Lsbsv X IK 3% A A ft
iraerlnd 12 165 10% 10% 10% A
Lee Ptwts 2 137 % % %
Lunexhc 31 945 11% 10% 10% A
Lynch Cp 18 6 58% 57% 58% A
ttssrem 32 146 37% 37% 37%
Medto A 048 17 243 31% 30% 30% A
Mare Co DX 5 29 3 2% 2%
Wwnadta 5 564 «% 13% 14

WwLd 11 7% 7% A A
ktacg A 17 15 17 17 17 A
msr Bad 16 68 1% Ift 1% A
NeffreDw X 80 A 9 S A
KYTmA 056 IS 1382 26*2 K 20 A
NwacE 109 4 4% A 4%

P/ Sift

Stock U*. E 100a Bflh LnrCtaM CttoB

KVR 10 IK 10 $3 10 A
PngEn»6 OlOIK 8141 DIB 15% 16 %
pram OK 1 26 A 8ft 8ft •ft

PtareyA 050 3* 107 65% 64 65% A
PMC x 1JM 10 57 12% 12% 12% A
PrataoA 0.10 011X oft ft ft

FtegraDrad 35 710Q iffi 35 35

SJWOarp 118 11 2 1(37% 37% 37%

Tab Prods OK 21 32 AAA A
TeHQata 038 22 349 40*2 39% 40%

26% 25% 26%
A

Tteoedcs 61 588 A
X 1113 27% 27 27% A

TrtFtoAK

TawnDWy
0X137

4
119
IK K U *i

Titan 0 30 % % %
Tram MS* 12 10X oa% 7% sft f8

TunaSrA 007 78 42 25% K% 25% A
TureSrS 007 76 585 K% 25% 25% A

UhFouhA 4 X IS IS 1U
Utfoutf OK 37 20 1% 1% 1%
US CBM 34 245 34 33% 34 A
VtaCOtoA IX 6281 4Ad40% 41% -4

KtecooB 421® 44% 41% 42% >4

WHET 1.1219 IK 11% 11 11% A
Xytrans 2 65 IS 1» 13 A

Have your FT hand delivered in

home or

working day. Hand delivery services are available for ail subscribers who work or live

» Sh“ w. Mn ih in
ABSfcE OK 8 148 8% 7% 8 A
ACCCWP 012 22 504 ifA 23% 24 +%
AcdteE 14 8449 12% 11% 12% A
AflWWh fi 49 15% 15 15*4 +%
AoMaiCp 42 1278 Z7% 27 27 -1

AM(«l 2416553 41% M 40% +1

AOCTcfe 3511478 34% 30% 33% *1%
Mtetn 48 ZSG 14*2 13% 14% +%
AdaADR 0.16 9 378 20$f 20Ji 2D!i *,*„

Wrte 5*8X020 802Jg» 44 X 42% -16%

«v Logic IS 304 6% 6% A «A
8P Polyol 152228 7% 5% 7% -A
MvTetLafi X 5542 X% 22% 23% A
AOworto 027 12 1E06 38% 37*? X
AgncaEa OlO X 777 14% 13% 14% A
U&bxx 03) 151001 23% 2% 23% +%
Alan ADR 193 6 264 58% 57% 58% A
AtaBd 098 23 16SS 53% 23 23%
Alai (Xg 052 13 10 41% 42% 42%
AfenPh tl 2503(114*2 18% 14% +%
AldCte 1.16 15 57 17*2 17 17 A
ABdCBp 154 12 l»u14% 13% 14% A
Akxffie C 032 0 » 2% 2% 2%
Ate GdO 006 10 1238 iJJ ij] 1%
An CD 4531897 5D*c 44% 48% +1%
An Bwlar 0J6 12 163 39% 38% 38% A
AnCMqr 01613 154 11% 10% 11% r*z

A* Mans X 466 29*4 28% 29 A
AnSofen 032637 756 6*2 6% 6%
AmFiteys 151515 11*2 18% 11% A
AreSnA 064 18 7575 17% 26% 27% A
AmfeXP 1 5247 H % H *05
AnHtXi IX B 216 66% 05% 65%
AmPreCMv 12 3883 10 9*2 9% «%
Are TON 13 1367 27% 26% 27%
AataFta 026 18 184 33% X 33*2 +A
Affigsskc 3927X5 56% 54% 50% 4-1%

Anted Cp DK 45 407 6% 5% 5% A
AnafigKx 016 21 82 18 17% 16 A
Analysis 060 18 57 30% X X
AnanoeMin IK 12 10 11% 11% 11% A
AnttcwCD 226404 39% 35 39% +1%
Andros An 40 2B 15% IS 15 -%
Apogee Efl 032 13 585 17 16% 16%
AWHo 86 618 7 A 7«%
AnddMW 1772581 38% 36% 37ft -%

AppfeC 046 339655 34% 31% X% *2{J

AppleteS 005 28 8680 23% 22% 23% A
AOarDr 020 22 762 21% 20% 11% 4%
Ante 024 15 447 1?% 12% 12% A
Argonaui 132 13 83 31% X% X%
ArkSstOai OW 42 535 7% 7 7% A
Armor Al 064 16 460 16% 17 17%
AreohJh 044 13 172 17% 17 17 A
Artfcrtt 14 1759 7% 6% 7

AspedTeJ X 1754 X% X% 31% A
AST Rsrad 21029 A 8% 8*2 -ft

APdRSOl 2 15 9% 9% 9% 4%
AS SEAT 034 15 1434 23% 23% 23% 4%
AM 222915 22% 3) 72 +1%
AiXBSp 69 4756 5ft Sft 5ft +A
Addsk 024 21 7979 34% 32% 33%
Autktb 16 5 3ft 3ft 3ft -ft

AHOTatoA 1 300 3 2% 3

temtato 092 8 140 14% lA 14% A

- B -

BEI B OK 10 99 B 7 7% -%
Baker j 006 2 112 A 05% 5% 4%
BOarL B 032 4 22 17% 16% 16%

BanctK 13 48 16% 15% 15% A
BnkSDrth 056 21 2446 29% 26*2 X% A
BDksreCp 056 10 95 1A 10*4 16% +ft

BanteorUi OK 10 X 35% 34% X%
Barts G(» 064 181358 1)40 45% 46 4%
Bated F OK 14 837 34% 22% 24

BayfM $864931 40% 36*2 38% A
Bay View OK 25 791 29 27% 28% A
Bayttnta 240 14 5212 X 90*2 9l£ U
BEAero 5817891(11% 11% 11% A
BeAACoc x 042 11 15 9*2 d8% B% -%

EFrakfcA XX 3 2i2 S3 -it

Ben&Jeny 762 350 15% 15 15%
Bertdcywn 048 16 S21 52*2 51*2 51% A
BHAGip 012 12 1483 13% 13% 13% 4%
Bloc 21 213 8*2 8*| 8% -%

&g B OK 10 501 10 9% 10 A
BdxSeyW 068 11 SI 15% 16% 16% A
Began 25711439 63% 60*2 61% -2

BOnsl 25 4010 19% 16% 19% A
BockDx IK 13 292 35% 34% 34%
BMC Softw 2416922 40% 37% 40% A
BoamtenS 1.48 125S0 40% X% 39% A
Bob Eians 032 141X1 19 18% 18% A
Boole SB 19 115 23% 22% 23% A
Bortmd 6 66X 15% T*% 15% +%
Boston Bk 0X11 793 40% 39% 40%
Boston Tc 561509 13*2 13 13% A
ftaHWAx 040 19 77 1(27 26% 26% -%

Branco 026 a 45 10% 10% 10%
BSBBncp OK 13 68 25% 24% 25% A
BTSJipng 048 48 109 3% 3% 3%
Kite 17 1233 14 13*2 *3%
BuSMreT 19 44 8 7% 8 A
Barton 16 1607 23*2 21% 23 A
Basksssfl 22 X 39% X% 39% +1

BodertHfl 040 11 472 37 34% 34% -2%

- c-
CTec 719X 31% 30*2 31% 4%
m&cfMlB IK 18 647 X% 34% 34% A
CaMneCnreOK lfl 911 25% 24% 24^ -ft

Caere Cp 84 503 7% d7% 7%
CWoeffi 225 51362 A 5% A A
CN Kero 24 2066 16d15% 15.0 -17

Candela X X A A 4% -ft

CmBes 7 114 2JJ 2% 2J1 A
Cam tax OS2 5< 73 nicnoib 102 A
CatoCn 077 22 IB 30% X 30% A
Cascade OK 9 350 13% 13% 13% A
CaseyS O10 22 293 21% 21% 21%
CCHAx 0X 77 85 55% 65% 55% A
OMgm 11 689 12% 12% 12% A
caicp 15 5 13% 13% 13% A
Certacor 2029571 31 27% X% +1%

CnWFH IK 1612X X% 31% 32

CntrtSpi 13 103 34% 32 3A +2%
Chaadhr 13 5 A A A
Chapter 1 OX 9 3575 X% X 30% -1%

CtxmSti 009 123793 A 3ft A A
CheekQrts 42783 ij? ift 1%
ChentaO 18 2 20 2D 20

cnempamr 22 9 A 3% A
axpBSTe 14 3164 A 8% 8B -ft

ChfconCp 8 7567 0115 110110% A
CtonRn IK 16 442 65*2 64% 64% -%

CfltJBCp OK X 631 45 44% 44% A
Chan 213 3in 20 lA 19% -%

Om&Lgc 14159B6 20% lA lA A
S Tech X 314 3ft A A
QEcasys 4186103 72% 5A 71% +%
CQ Banco 1-12 13 90 X% 31% 3A
Chan Mr 7 24 2% A A A
cm Dr IX 592 15 14fi 14% +,%

Ctotoesm 0 889 1ft % 1

CocaCOhB IK 21 77 35% 34% 35% A
Carta Engj X 1365 7% 7% 7% A
CodaAhnn 4 3X 6% 06 6 -%

CogauCp 741616 32 30% X A
Cogau 483580 43 41% 4A 1*8

coherent 2D 2522 36% 34 38% +1%
Cohgai 0.15131 897 21% 2A 21 A
OoHBas IK 16 106 21 2A 20*4 A
Comair OK 17 4145 2A 24% 25

CmatA CUS 77 2720 1A 19 lA A
CncstASp 009 G22t27B 19% 19% 19%
Cocna»slEQ72 13 57Bu3A 38 38% A
CDfTVflC IX 335 29% 2&% 29% •1

CbnplJts 63 581 7 A 7 A
Oonshare 32 772 24% 22% 23% A
ComvtecW a 1315 5|» 5% A A
Cuolrai 145 33 11% 11% 11% A
cratne 23143 17% 16% 17% A
CtxrsA 050 161739 21% 20% 21%
Copytae 82 567 1A A A A
CotSsCp 31 4206102% 90181*4

Ownhycp 3114494 71% 19% 20% +1%
CcxkerB 002 15 8042 17% 17% 17%
Qeaffach 511119 A A A •A
crawiEte S21871 5ft A &% ft
Cyril 1113804 23% 21% 22% A
Cywra 338346 1)6% 5fJ 6ft +%

DSCCa

- D-
181X0? 31% <a> X% -2%

Ctel&m 013 8 7 83% 82% 93% -1%
nutate' 18 282 4% 4 4ft -ft

Detampe 21 1440 23*2 22% 23% +%
DateHX* IK 13 350 29 28*2 26% A
febSfcrn OK 9 45 3,1 A A Vs
DdabOe OK 2b 42 46 47% 47% A
Dettwnpt 044 5 in 21% 21 21% A
Del Comp 12X9B3 34 31% X -fi

PI Sts

Stock to E K 8p IM 1HM|
Detplyx 033 K 657 39% 3A 3A -%

Oep6ty IK 12 180 4A 44% 44% A
Omen OX 33 2D 005 605 BK -K
OH Tech K 40 24% 23% W%
DWM 135731 18% 17% 18b
PqlAK 73 457 9% 09% A A
Mg Sound 168 686 ift 1}i IJi

DigSyd 18 338 12% 12 12 A
DfensCp 211912 30% 26% 29%

DUrttB OK 10 308 A 3% A A
DHAPhnt 225 1 1709 1 \i Jl

Dakar 6n OK 19 268 22% 21% 22% A
DonaWnxOfiS IS 473 12 11% lift

OtacaBw 11 856 lA 1A 16% A
DTOS»n 12 688 9% A A
Drey EOx 024123 40 33% 32% X% A
owg&Bpo wie « A 4 A
DS Bancor IK 13 4S8 27% 25*2 27% +1%
Dufem 046 21 3315 26 25% 20

P)reach 29 582 17% 17 17% A

- E -

Eagle Fd 2 442 1% 1% 1% A
EastEowrt 11 7100 1*2 1% *>2 -ft

EDTta 0X6 X 7038 23% 22 23 -i

Egghead 55 688 A dA A A
BactfSd 18 431 27 26% Z7 A
On mliiTTaectraO 144 4 33 43% 43% 43% A
QedArta 3316000 27% 26% 27 A
EmmnAss 23 201 4 3% 4 A
Erreaec 47 761 10% dlO 10% A
EacoreCmp 81X4 1% ifi 1% a

i!»

EngyVare 35 5 23% 23% 23% -1%

EmkSres 10 10 1% 1% 1% >%
Enron Inc 1237a 3% 2}i 3ft a
Equayoa OlO 50 17 A 5% A
ErtcraB 016 2538008 16% 18% 18% ->%

ESdd IX 277 9% 9 A -ft

Evans Sffi 16 473 22% 21% 22% A
Enoyte 49 1633 14% 13% 14% A
TtfiflWMif 158 1762 28*2 25% 27 -i%

BddeBec 17 616 15% lA 14% A
Bcpeddl Ot2 X 299 28 25% 26 A
Etoorpkm 3 294 5% 5% A A

Fad Bp

- F -

19 107 7 A 7 A
FarrCp 024 12 211 A A A *%
Pastoral 002 51 5950 37 34% 34% A
fflPM 2881752 29% ?A 26% A
RBhThrdx IK I611K 70% 69% X A
myOff 1 326 a u %
FtehA 024 4 659 12% 11% 12% A
Hknet 372518 45% 42% 45% +1%
firstAm 1.12 125043 48% 46% 46% -1%

Fat Seay 1.12 12 1003 37% 3A 36% A
Fit Tern IK 13 13BB BA 58% 60% A
Radar IK 14 380 43% 42 42% -%
FWmartl IK 20 4S3 29% 28% 28% A
Ftatntes 2415031(26% 2A 25% +1%
fiaare Z7 1931 a% 29% 29% A
RMU 17 348 9% A A +ft

FooAAx 010 15 1526 5h 5ft 5ft A
FoodLBx OK 16 1 060 5ft A A
Foremoe IK 14 20 52% 50% 52*4 A
Ferachner 21 43 12% 12% 12% -ft

Fostor A 6 X 4% A A
FrtbRl 1.16 17 391 40*2 39% 40 A
FgRrt 048 10 410 22% 22 22ft -ft

R6HMB 1.18 12 XO X 2A 29ft -ft

finer FE 064 14 1623 3A 3A 35%
RftcnFto OK 13 2X 21% 2A 21% A
FutmedWR 3 11 1% 1% 1%

- G -

6 B App 2 59 2% A A -ft

eucsere 007 27 645 25*2 25 25*2 A
Santa 2 Z73 2 1% 1%
6amet% 2 43 1% 1% 1%
Ghway2D00 1117805 22% 21 22% A
6ehlCD 016 5 24 7% 7 7

Gen] Bind 042 17 259 20 19% 20 A
Godyto 12 114 A A A
GarjtaPfe 43089 A A 5ft -ft

Santa Cp 4K 21 119 22% 21% Zl% A
Geanhc 151417 8 A BA
Ganyra 426540 65% 63% 64% A
Grata Cm 53773 7% A 7% A
GteooGt 040 4 82 15% lA 15% A
GUtagsL 012 11 3015 *A 1A 1A A
GtewrtA OK 3 268 12%dl1% 11% A
God Sore 22 44 A 7% 8 A
Bad Guys B 370 9 8% 9 A
QjTOH’DTpreuo 22 IK 25 24% 25 A
GredceSys 11 670 A 2% 3ft A
GrartB* OX 13 67 29% 29% 29% A
Been AP OK 6 X lA 18% 1*% A
Grossmans 53370 1ft (ft 1 ft
BndMte 29 47 14% lA lA
GDCarp 37 563 16 1A 16 A
Brtfysvg 15 3K 12 11% 12

Gyaboree 1422833 15%cn4% 14& ft

- H -

tertatU. B 5 A A A
HBrteryvi 076 11 X 32% 31% 32% A
Ntaperep 022 15 137 17% 17 17%
HrateCup IK 7 14 13% 13% A
HBO & CO a 018 581STM 72% 68% 70% +%
Haatacar 245313 44% 42% 43% A
HeWdare OK 16 897 A B A A
Httanha 287 182 A A A
WhdnTcb X 431 11% 11% 11% A
Hacfchger 0)6 51230 4% A A
total 10 2T78 A 9 A A
MraThty 12 18 20% »b 20% A
MnW ‘ OK 15 215 A A A A
Hogan Sys 0-15 21 785 12% 12% 12%
Htaoge (M 682 37% X 3A -*%

HomBral 064 11 666 24% 23% 24% +1%
Hon Ind8 048 14 116 24% 23% 23%
Horebeck 37 236 19% 1B% 1a A
HonsBhfin 044 15 9 4ft 4% 4ft +ft

Hud JB OK 40 313 16% lA 16 A
Horttooto 080 141888 24 23% 23% ft
Huron Co 008118 IX A 4ft A A
HulrifTecb 11 1203 47% 45 45% A
HycorBb 19 350 A A 4% A

- I -

FHSp X 61 10 A A
Shta 1 164 1ft 1% 1ft

tonus K 412 10 A A A
tanaregeo 24309 A 2ft A +-49

Imped Be 040 19 823 23% 22% 23% A
tod Ins 024 24 172(127% 27 27% A
Inf Raa 21 1091 lA 12% 13 A
Manta 4434084 3A 27*8 2A +1

hgtosMdx OK 12 61 11% 11% 11%

nun 1 445 1% 1% 1% +ic

MegiDav 9148X 13% 12% 13 -ft

IntgttSys 65 117 3A 36% 37%
Hg«mH 8 217 A 1% 2% +.11

bid 016 16B0B32 59% 56% 57%

Hell 13 X 1ft 1% 1% A
hdptB 04010 568 A 06 A A
Met Tel 21 1329 lA 1A lA A
term 024 17 2B0 17% 17 17% -

mgpli 103562 15% 14% 15% A
tasted 51290 A 8% A
tertw 1121640 11% 10% 11%

ttswfc 18 1963 16% 17% IB% J,
HDabyOA 18 89 23% 22% S%
toncaret 005 242167 B% 2A 24% A
ttnen Cp «5I8592 49% 45*2 48% A
taomadbi 13 8 14% 14% 14% A
Rtmuodo 120146 3ea265%263%263% *T

- J -

JBJSnack 10 45 11% 11% 11% A
Jason toe OK 12 167 7 d6 7+1
JLBrt 003 16 5Z8 2A ZA ZA +1%
jBhnniH IB 60 23 22% 23 A
Jones bt 9 83 12% 12% 12% A
Jonas Med 012 32 9447 1(27% 23% 26% +3%
EBRD IK 15 1026 32 31% 32 A
JraoLtg 032 14 506 lA lA *A
Jtato 016 10 162 11*8 10% 11*8 A

H th
tadc DcEflOi I* la. WCki

-K-
XSwtax 008 S 55 11% 11 11 A
KMnCps044 12 178 11 10% 11

Kl*9» OK 16 1984 26% K% 28*2

nohsa 092 13 147 25% 25 25*2 A
ftAtosir 1717733 25*2 22% 24*2 A
KOHA 02970 ft ii ft

Komaolnc 147966 50 48% «% A
KtaetaS 95212 23% 22 22% A

-L-
L8B0K 072 45 396 14 1A 14 +%
Ladd Fun Qlfl 3 20

1A lA 1A + !
4

LasnRJCh 1123821 43% 42 42% -1%
Lancaster OK 16 1397 u38% 37% 38%
Lam he 096 2i 559 16% 15% 16 A
LmdmM&i 26 1626 22% 22 22% A
Lraopras K 811 1A *8 18% -%

Lxenqe 7 132 2 1% 1% A
Items 19 Bix 34 31% 33% *1

laws* Pt *052 14 147 24% 24% 24%
LM& 016 0 502 2% 2% 2% A
Uchtore 22 3070 7% 6% 7 A
Lie Tech 0X 17 49 X 24*2 25 A
Ufcfine 25 437 12 11% 11%
IflybJdA 032 13 20 12% 1A 1

A

UncWaTx OK 17 685u21% 20% 21% A
LflMaytR 16 775 U41 38 40% +3

UnaarTec 016 2718012 36% 33% 35% %
Lkatex* 044 IS 13 30*2 29% 30% *1%
Laewen OlO 27 770 Kb 25 26b
IMSBS& 424184 38% 37 38% +%
Lone Star 21 236 10% 9% 10% A
LTXCp IS S>96 6% ?% A +ft
LVMH 062 25 19 41% 41% 41% A

- M -

MCI Cm 005 4229509 26% 25% 26% A
IS Cart 163884 19% lA 19ft -ft

MacUB 060 7 44 1305 12% 12% A
Madge 482661 39% 37% 39% A
MtasonGE IK 15 58U3A X 35% A
Magna Grp OK 12 301 23% 23 23% A
Mai to 19 273 13b 12% 13% A
MaranCp 5 556 16% 15% 16

Mame Dr 652174 u5*s 5 A A
Mattel Cp 14 65 u76 72*2 76 +3

Mamotta 79 25 B% B% 6%
MarshSmkA 044 12 16 13% 13% 13% A
March* OK 13 1931 2S% 24% 25% A
Meek 109 807 iA n% 12 A
MateM 47 8096 37% X% 36% *2%
Ita&rCp 4 753 6ft A 6JJ +ft
MctoOiR 048 12 13u19% 18% lA +1

UcComcaOn X 890 24% 23% 24 A
IMaxtac 016 45 34 11% 11 n%
Itawnra 024 12 118 9 A A -.49

Mentor Cp (OlO 2B 1X0 21% 21% 21% +%
MertiG 024 19 8529 16% 15*2 18 A
MocantB nco 13 1M5 27% 27% 27%
Mrerarkit 4 1976 20*2 20 20% A
MraaayG OK IB 461 47*2 46*2 46% -%
KtaUtai 148 153321 45% 45% 45% A
Mated 14 554 4% A 4% A
Mesa Mr 22Z72B A 9 A %
MatadaA 016 14 893 lA 14 1«% -%

ITSCn 123321 » 47% 40*2 %
MCbaalF OK 13 15 11% 11% 11% +%
tarreape 418 798 A A A A
Itarocnre 302122 25*2 24 25% A
Utergrtet a 4381 1A 12% IA +1
kArfwifaiMUpUCi Ii5016 A 4 A A
MM 3338714 87% 86% 86% i
tad ASM IE 131 22% 21% 21% A
HdwBrea 0K 81 16 lA 14 14% A
NkH 052 88 283 30% 2B% 30% A
Mere 425 33% 32% 33% A
Mredach OlO 27 460 20% 20 20%
McbtaTnl Z715B22 20% iA 30% A
Modem CD OK 22 1Kul1% 10% 11% A
Mute l« 06011 548 2S% 24% 25% A
MotaA OK 1300 32. 31% 31% A
MDinta OK K SX 33*2 X% 3A A
Moscom 004 72 579 A 8 8 A
ktoltawP OK 12 nx 24% 24% 24%
HTSSye as 13 196 X% 31% 31%
MfCOQen 17 648 15% 14% 14% A

- N -

MAC Hex OK 12 X 36 35 36

ItaShfita 072 11 207 18% 16 18ft A
fed Coopt 0X191233 18% 17ft 18%

WreSun 020 29 321 25 . 23 25 +1

Ntapator 6X 17 69 18 17% 18 A
*C 048 47 IX 62% 62% 62% A
Ifelcor 2833506 59*2 58 58% A
Master 9 516 7% A A A
Netscape 10082142% 1Z7139% +8%
NehekSee 221634 31% 30% 31 A
Neuogu 371216 26% 25 26 A
Newtoie* 1 9 2% 2ft 2ft

MntoeNet 24 1229 44% 40% 44% +3%
NawprtCp 004 19 26 A A 8% A
NateCmA 125310 15% 14% 15% A
Noble Dri 477857 A 8 A A
torts* 064 19 218 56% 55 58% A
Nthtnn 050 198814 42% 41% 42 A
Noretenl 14 22 25*2 25 25 A
N Stalk) IX X 7% 7% 7% A
MrthnTst 1JM 155213 53% 52% S2ft -1ft

MW Mr 132072 52% 51% 52 -1

tool 1615973 15% 14% 15 A
Nonas 1215214 56 50% 53% 4*2

ftfCht 12 2X 7% 7% 7%
NSC Cup 8 12 2 1% 1% A

- O -
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OfWnLo 15 566 13% 12% 13% A
OtdeMyN IK 5 HOO 37% 37% 37%
OhtoCe 1& 21 1051 3B% 37% X
Old Kart IK 121761 39% 38% 39% A
OH Kate 092 15 78 34% 34% 34% A
Ortancnp IK 41 10*8 31% 3A 31% A
OnePtte 46 185 A 3 A A
Orach 3961900 43 38% 42% +2%
Ort Sea* X 837 13% 13 13 A
Oftoech 099 11 324 12% 12% 12% A
OrehdSwtp 16 710 K lA 19% A
OragonMet 03T204 322 12% 11% 12% A
Orttafbt fi 1439 A 9 A
OahBp 9X333
OstftSA OK K 107 17% 17 17ft A
OtecehT 0X11 11 15% IS 15% A
OtteTal 1.76 15 70 36% 35% X +%
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Sdos 5 2288 4% 4% 4% ft
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13 431 A A A %
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Swenson OK 10 2 17% 17% 17%
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SNcrtOc OK 12 486 21*2 21 21 A
sscsvtto 13 0533 22 20% 21 A
Sirepwa 040 11 186 A 0% A
SreUfiEnrr 10 10 4% 3% A •%

SmrtdU 291231 31% 29% 29% -1%

SoRwand* 2 1060 A 3% 3%
OmUilw OK 11 14X 26 2A 25%
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Stabuds 5026210 18 16% 18 -l
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SnrorerQa 1.10125 4® 24*2 23 Z3% -%
StrucdDy 30623065 25% 23 24% A
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Swift Tra 17 420 16% 15% 16% A
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Teton Cp 081 X S345 21% 1A 20*2
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Tote*) Mar 040 23 17 uB9 68 69 A
Tom Bran 4& 58 14% 14% 14% -ft

ToppsCo OK X 1052 6 5% 6 +%
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TranSWrid 1 4X Zh 2ft 2% A
Tramcad 70 301 fl% 5% 5% A
Timta 1.12 13 27 56% 55% 58% +%
TrknUe 28 859 19*8 1B*2 13% +%
Truevfen 11 <278 A 4% 5ft

TntacoBkC 1.10 15 92 22 21% 22 A
Tranglrti OK 43 315 A A A
TVtfdA OK IB 1843 25% 25 25 A

- u -

US tetter IK 1813450 45 43% 44% -%
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UCBMJs IK 19 66 lA 17% 18 A
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UOX 6 45 2ft 2ft 2ft A
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Won* 3 187 A A 3ft yft
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WtapSM 3 SEB 20% 20*6 2A +%
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mom 12D 62436 58% 55% 58

WtaSorama 543483 18% 17% lA
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WH»«X 23 696 24% 24 24% A
Wymen-GdnQ.40 28 1E27 lA lA lA +ft

-X- Y-Z-
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Torkftsdl 34 1494 7% A 8% A
ZtasUabx 1.64 14 301 ?A 74 7A A
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British poll on Ell

The European Movement
publishes an opinion poll
on UK sentiment towards
the European Union and
European monetary union.
The poll tests

.
— understanding of the

single currency debate and attitudes
towards the different routes the UK might
taKe. It is expected to show people remain
sceptical about full membership.

CSU holds congress

The Christian Social Union, based in
Bavaria and the conservative sister party
of Chancellor Helmut Kohl's Christian
Democratic Union, starts its New Year
congress. High on the agenda will be
European monetary union as well as calls
to reduce German taxation and cut back
state spending. The CSU will also warn it

will not support a grand coalition
embracing Bavaria’s governing party, the
CDU. and the opposition Social Democrats.
Mr Kohl cannot afford to isolate the CSU
given his slim majority in the Bundestag
and the weakness of the Free Democrats,
his coalition partners.

Chretien leads trade tour
Canada's prime minister. Jean Chretien,
senior trade officials and 250 businessmen
embark on an 11-day tour to India.
Pakistan, Indonesia and Malaysia. Mr
Chretien's “team Canada" trade mission,
the third in just over a year. Follows
lucrative visits to Latin America and
China.

Looks a lot like Che Guevara
The hunt for the

remains of Che
Guevara, the
revolutionary who
fought alongside
Fidel Castro in

Cuba before being

shot dead by the

CIA and Bolivian

army, resumes in

southern Bolivia. The search for the 1960s
icon, after whom a beer has been named in

Britain, started after two retired generals
said he was buried near the village of
Vallegrande. The discovery of unidentified

human bones and a skull has excited the

local tourist industry, with the mayor
planning to rebury Guevara in a
potentially money-spinning mausoleum.

FT Survey
The Revitalisation of South London.

Holidays
Colombia, Moldova. Puerto Rico. Russia.

Ukraine.

TUESDAY

UK parliament back
MPs return after their Christmas recess

for a Commons session likely to be
dominated by speculation about an early

general election and the erosion of the

shrinking majority of John Major, the
prime minister Among the pitfalls

awaiting the government wUl be rail

privatisation and the publication, probably
in February, of the much-delayed final

report of the Scott inquiry into arms sales
to Iraq in the 1980s.

Rifkind presses China
Malcolm Rifkind, the UK foreign secretary,
visits China (to Jan 11). He is expected to

urge China's leaders to retreat on plans to

dissolve Hong Kong's elected parliament
and dilate its human rights laws. Mr
Rifkind, who is also expected to express
dissatisfaction with the pace of progress

on settling issues relating to port

development and aviation, arrives in

Beijing amid signs of a thaw in

Sino-British relations.

US income tax
The National Commission on Economic
Growth and Tax Reform, appointed by the
Republican congressional leadership,

presents its recommendations for

changing the US income tax system at a
meeting in Washington. The group is

headed by Mr Jack Kemp, former bousing
secretary in the Bush administration.

Dini’s future debated
The Italian parliament debates the future

of Lamberto Dini, the prime minister,

amid calls for his resignation by a
rightwing alliance headed by Silvio

Berlusconi, his predecessor. Mr Dini's

resignation offer was turned down by the
president. Oscar Luigi Scalfaro. who
referred the matter to parliament

It is understood the hardline stance
against Mr Dini’s 11-month-old
technocrat government has been imposed
on Mr Berlusconi, the leader of

the Forza Italia movement, by

the National Alliance, which wants a snap
general election.

Granada deadline for Forte
Today is Granada’s
deadline for raising

its £3Abn hostile

offer for Forte,

Britain's largest

hotels company.
The bid was
launched in

November and if

successful would
be one of the country's biggest deals

this decade. The television and
leisure company is offering Tour

new shares pics £23.25 in cash

for every’ 15 Forte shares, worth
325p a share at the weekend's close.

There is a fully underwritten cash
alternative of 32L67p.

Forte has mounted a robust defence
including proposals to sell off its stake in

the Savoy group of hotels. It also intends

to buy back up to £800m of its shares and
increase the dividend for four consecutive

years if the bid fails.

Clarke visits Brazil
Kenneth Clarke, the UK's chancellor of the

exchequer, visits Brazil for the first time

to find out more about its privatisation

programme. Mr Clark will meet the

president, Fernando Henrique Cardoso
and the finance minister, Pedro Maian. He
will travel with bankers and
representatives from the UK’s privatised

utilities and visit Brasilia, Sao Paulo and
Rio de Janeiro. Although Brazil's

privatisation programme has started

slowly, it is potentially one of the largest

in the developing world.

The government hopes soon to

sell some mining, electricity and
telecommunications holdings.

Sailing

Star class world championships, Rio de
Janeiro, Brazil (to Jan 21).

Holidays
Panama.

WEDNESDAY 10

Christopher in Israel

Warren Christopher, US secretary of state,

arrives in Israel on his sixteenth Middle
East shuttle to push ahead talks between
Israel and Syria. Mr Christopher's visit

comes amid intense Israeli-Syrian

negotiations after two rounds of talks in
Washington. Mr Christopher will try to

nudge both sides towards a peace
agreement focused ou Israeli withdrawal
from the occupied Golan Heights in return

for full peace. Hopes are high Mr
Christopher may persuade them to

upgrade their representation to foreign
mtnigtor level »Tiri nail down a timetable

for negotiations between working groups.

Saleroom

More than 100 works of art

belonging to the late Sir

John Fope-Hennessy will

be sold at Christie's. New
York. “The Pope", as he
was nicknamed, was the
commanding figure in the

British cultural world of the 1960s and
1970s, when director of the Victoria and
Albert Museum and then the British

Museum. Most items reflect his love of the
Italian Renaissance. “The Baptism of

Christ" by Mola, bought for a few pounds
in 1M6, is on offer and expected to make
about $120,000 (£78,000).

King Hussein Ha Israel

King Hussein ofJordan makes his first

official state visit to Israel. After a
ceremony in northern Israel honouring
Israeli and Jordanian peace negotiators, he
will visit the Tel Aviv site where Yitzhak
Rabin, the former prime minister, was
assassinated. The King's visit marks a
further step in the consolidation of

relations bkween Israel and Jordan. It

dears the way for the conclusion of the
bilateral agreements needed to normalise
economic, transport and cultural relations.

Mastering Management

The FT’S 20-part

series continues in

the UK edition

with part 10.

Non-UK readers

UN General Assembly jubilee

After a year in which the
United Nations' golden
jubilee celebration helped

to promote New York as

the self-proclaimed

'

"capital ofthe world",

London hosts a more
modest event marking the 50th
anniversary of the first session of the UN
General Assembly. Attended by
representatives of the 51 member states

that formed the UN - today there are 185 .

- the inauguration was In Westminster
Central Hall, the national headquarters of

the Methodist church, which was
displaced in order for the UN to be near
parliament. Boutros Boutros-Ghali, the

UN’s sixth secretary general, will attend

the commemoration at the same hall.

THURSDAY

Voting for Japan’s new PM
A special session ofthe Japanese
parliament will choose a new prime
minister to succeed Tomifchi Murayama.
The favourite is Ryutaro Hashimoto, the
leader of the Liberal Democratic party, the
largest member of the current coalition.

Mr Hashimoto's chance of success has
been enhanced after yesterday's

agreement by the leaders ofJapan's three

ruling coalition parties to endorse him.

The coalition accord, which was made
possible by a series of compromises by the
LDP. also Includes the new government’s

policy manifesto.

Bouchard to lead Quebec
Riding a wave ofpopularity in Quebec
after Canada’s independence referendum,
Luden Bouchard is expected to be the

only contestant for the leadership of the

Parti Qudbteois, Quebec’s ruling party, far

which applications close today. Mr
Bouchard. 57. turned around the separatist
campaign in the referendum from disaster

into a very-near win. Just before

Christmas he resigned from federal

politics to return to Quebec, where a
March by-election should give him a seat

in the Qnpher National Assembly »tiH

enable him to be sworn in as premier of

Canada's only French-speaking province.

Holidays
Aruba, Brazil, Morocco, Nepal.

Holidays
Myinnr” Tanzania Turkmenistan.

SATURDAY 13

Pope delivers annual address
Pope John Paul receives ambassadors

accredited to the Vatican and delivers his

yearly “state of the world" address.

Horse racing
Ladbroka Handicap Hurdle, Leopardstown,

Ireland. Victor Chandler Handicap ’Chase.

Ascot England.

Rugby league
Regal Trophy final, Huddersfield. England.

Holidays
Monaco.

SUNDAY 14

Sampaio enters election

'si

Jorge Sampaio, a former
Socialist party leader and
mayor of Lisbon, enters

Portugal's presidential

election with a big lead in

the polls over his main
adversary, Anlbal Cavaco

Silva. Mr Sampaio's popularity is believed

to reflect a desire to give social and
cultural issues mare prominence after a
era in which the governments ofMr
Cavaco Silva, the former prime minister,

focused on infrastructure, privatisation

and the economy. Mr Cavaca Silva's

decade as prime minister ended in October
when the Socialists defeated his

centre-right Social Democrats in a general

election.

Weizmann in Germany
Ezer Weizmann, the president of Israel,

begins Us first state visit to Germany (to

Jan 16). He wOl meet Roman Herzog, the
president - who travelled to Israel in

December 1994 - attend ceremonies at a
former concentration camp in

Brandenburg, hold a public debate in

Berlin and visit Saxony and Lower
Saxony.

FRIDAY 12

Age of Aquarius
The Age of Aquarius, long awaited by
astrologers and celebrated in the rock

Cycling
British cyclocross championships. Sutton

Park, near BipniTighBTn

.

Compiled by Simon Strong.

Fax: (+44) (0)171 873 3191

Other economic news

Tuesday: In the aftermath of

the Christinas and New Year

holidays, and the US govern-

ment shut down, there will be

only a limited supply of eco-

nomic data to watch this week.

In Germany, December’s
unemployment figures are

expected to show a continued

rise in both west and east Ger-

man unemployment.

In Spain, October's industrial

production is expected to show
some fairly healthy year on

year growth, although econo-

mists predict that the increase

could be anything from 1.5 per

cent to 6.4 per cent

Wednesday: Data on the

UK's visible trade balance is

expected to show a further wid-

ening of the deficit in October.

Thursday: Inflation data in

France is expected to show,a

small month on month fall in

December, leaving the yearly

Inflation rate unchanged.

In Germany the publication

of eagerly awaited GDP data is

likely to show that the pan-

German economy expanded by

about 2 per cent last year,

although analysts expect that

the fourth quarter was
extremely weak.

UK manufacturing is likely

to have shown minimal year

on year growth in November.

l

5
10

11

12

13

14

15

18
20

22

24

25

2G
27

28

ACROSS
r of unconcealed hospi-

8

J

ir tax <Gi

ite sex appeal and a fig-

composed and skilled,

air f9l

ear physicist who does

15)

a flag, one shot to

theladies show
standards 16)

imp-coloured match-
dug out (7)

talker's comedown IT)

ni as a name for a U.S.

j rest up for Joey on

r(5)
, TL. ,

n’t complain if he gets

ig (4.5)

hat eccentric rest

[3.6) .

j working in EEL (si

ably he bad a good

for being late i$i

put down before going

1

2

3

4

6

7

8

9

16

17

IS
20

21

23

Statistics to be released this week
Day

Released Cowrtry

Economic

Statistic

Median

Forecast

Previous

Actual

Man US Nov consumer credit S9bn $105bn

Jan 8 UK Nov final money data - N/A

UK Nov consumer credit £750m £872m

Canada Nov building permits* 2.0% 35%

lues US Nov wholesale trade - -0,4%

Jan 9 Germany Dec unemployment. West! 7.003 23500

Germany Sep employment. Westf -12.000 -10.000

Germany Dec vancres. West - 1,000

Germany Dec short-time. West - 29.000

Spain Oct industrial productcn** 2.4* 0.7%

Canada Dec bousing starts (urvtsi 106.COG 104.000

Wed UK Oct gtoOal visible trade -£t.4bn -£972m

Jan 10 Norway Dec consumer price hxtx* -0.2*? -0.1%

Norway Dec consumer pnee indx’* 2.1% 2.1%

Thur US Dec producer price indx (postponed;. Q.S'v 0.5%

Jan 11 US Dec PPl av-fcod & energy 0»s C.4

Germany 1995 gross domestic prod. West” *-6:*» 2.3%

Germany 1995 GDP. pan-Germany” 2.0^6 25% Rev

France Oec consumer price indx prelim' -01% o.:%

France Dec consumer pnee tndx prelim** 15% 15%

UK Nov manufactunng output* 0.1 % 05%

UK Nov manufacturing output** 0.4% 0.9%

UK Nov industrial production’ 05% -09%

UK Nov industrial production** 1.3% 0.5%

Canada Dec raw materials pnee indy (adv)* 0.9% 1.8%

Day Ecomjiw Median Previous.

Released Country Foreeart Actual -

Fri US Dec retail sales (postponed)
* 04% • 0=8%

Jan 12 US Dec retail sates ex-autos 02% . 05%
'

US Dec cons'r price Indx (postponed) 0.3% inch.

US Dec CPI ex-food 3 energy 02% 01%
.

US Dec Atlanta Fed indx
' - -13.1

US Dec real eanings - "
- . -04% '

US Dec bank credit - 15%

US Oec C&J loans - 8-3%
.

Japan Dec Bank of Japan data - N/A

Span Dec consumer price indx* 03% 03%-

Spain Dec consumer price indx** 4.3% 4w4%

Canada Nov motor vettda sales* -15% -7.4%

During the week...

Japan Dec trade balance (1st 20 days) - S4.5bn

Germany Nov capital a/c - DM7.2bn

Germany Nov orders, West* 15% -45%

Germany Dec fmal cost ot bvng. West* . . .

' 00%

Germany Dec final cost of Gvmg, West** - 15%

Germany Dec fril cost of living, pan-Germany* -• 6.0%

Germany Dec fnl cost of kvmg.pan-Germany" - 1.7%

Germany Nov retail rales, real** -25% -5.0%

Germany Nov retail sales'! - -4,0%

Spain Dec M4 annt* - 4.2%

Spain Nov trade balance - -Pta272bn
.

•month on month, “year on year.fseasonaBy adjusted Statistics, courtesy ASMS Intonations/.

DOWN
French preposition in oral

test f6i
. ,

A Briton around Greenland

19)

Gamble on race - a chance to

win lots of money (8.7 1

Kind of gamble is without

point t7i .

Strike teacher, get punish

ment and feature in the

papers (3.3.9)

Teacher taking part in Arab
bicentenary celebration (5»

There's a regular stream at

dav’s end <8>

A loose nickname for the BBC
(6)

The means I contrived to con-
trol the sail f9»

Textile manufacturer's
bequest to his son? i-S.i

Utter container i6>

Though versatile, takes only

one part (7>

Art such blocks used for

bulkling wind breaks? ijsi

Bid for a chest without a top

(5)

MONDAY PRIZE CROSSWORD
No.8,961 Set by DANTE

A prize of a PeKkan New Classic 380 fountain pen Tor the first comet
solution opened and five runner-up prizes of £35 Pebkan vouchers will be
awarded. Solutions by Thursday January IS, marked Monday Crossword
S.961 on the envelope, to the Financial Times, l Southwark Bridge. London
SE1 SHL. Solution on Monday January 22. Please allow 28 days for delivery
of prises.
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Start with a Strand of Tiffany Pearls

This is the foundation of a woman's jewellery

wardrobe. Necklace with Tiffany Signature clasp in

eighteen carat gold from £1,275. Earrings from £105.

Tiffany & Co.
Since 18J7
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Who invented privatisation?

The British take credit for this widely
admired policy innovation, introduced by
the Thatcher government in 1979,
although the International Monetary
Fund arguably has a prior claim since it

imposed the British Petroleum share sale
on a Labour government in 1977. Many
Tory politicians have claimed credit For-
mer chancellor Lord Lawson says that the
paucity of references to privatisation in
the 1979 election manifesto reflected Lady
Thatcher’s lack of enthusiasm.

What were the practical consequences of
the policy?

Proceeds to the UK Treasury will amount
to £63bn ($97.02bn) by the end of the
1995-96 fiscal year, and £7bn is expected
during the following three years. By now
48 businesses and 950,000 jobs have been
transferred to the private sector.

Has privatisation helped the economy?
The change in ownership has been less

important than introducing competition,
which has often accompanied privatisa-

tion. Disposals have increased public
finances, while reducing political pressure
on industries, so enhancing their profit-
ability. For utilities such as water and

PRIVATISATION
companies operating in competitive prod-
uct markets, like British Airways and
British Steel, it has liberated investment
plans from the constraints of public
spending, where capital spending is noto-
riously vulnerable to cuts.

Are consumers better off?

Yes. where there has been more competi-
tion- British Telecom will now install new
residential telephone lines within 48
hours - a huge Improvement. Where
introduction of competition has been
slower, as at British Gas, consumers are
unhappy, in the water industry, where
there Is no competition, the customers are
up in arms after price rises, much leak-
age, and shortages during a severe sum-
mer drought. Water bills have been raised
5 per cent a year in real terms since 1989
to finance a big investment programme.

Is the regulation of privatised utilities

effective?

Individual industry regulators are inde-
pendent of government and industry.
They set price caps in relation to the
retail prices index, which are reviewed at
regular intervals. That has brought down
prices in all industries, in real terms,
apart from water. Efficiency gains have

also exceeded expectations. But critics

argue that a disproportionate amount of
the unanticipated gains has gone to share-

holders; more and earlier competition
would have been better for the consum-
ers. Britain's Labour party is proposing to
give customers a share of any unantici-

pated profits above a “normal" level

How have shareholders done?
Spectacularly well in electricity, where
the regional electricity companies (Rees)

proved capable of generating cash on a

scale that neither the regulator nor the
market had expected. The gaffe was
blown when Rees forecast vast profit

increases in response to predatory take-
over bids. Performance has not been very
different from the market average In tele-

communications and gas, better in water.

Has privatisation helped wider share
ownership?
The number of shareholders has risen
from 3m In 1979 to 10m last year. Yet
about half own only one share and most
of the rest hold so few shares that their
portfolios are inadequately diversified.

The paradox of privatisation Is that collec-

tive ownership increased throughout the
Thatcher period, largely because of tax

incentives for occupational pensions.

Who are the biggest winners?
Directors, many of whom have enjoyed
huge pay increases and options amount-
ing to a risk-free punt on shares that were
often sold off cheaply by the government

Who are the biggest losers?

Efficiency gains have been won largely at
the expense of employees, who have been
sacked in their thousands.

What are the politics of privatisation?
Tricky. Consumers wield more votes than
directors or shareholders. When service is

improving, there is a political harvest to
reap. But when shareholders are per-

ceived to be winning at the expense of
consumers, as in water, or where direc-

tors are getting fat when employees are
being sacked and consumers are unhappy,
as In gas, a political backlash builds. The
lack of a clear link between the welfare of
customers and the returns to investors
and directors is, in Professor John Kay's
view, potentially lethal for the present
regulatory system. And privatisation
becomes more contentious as disposable
assets run down, as the easiest are sold

first Even Mrs Thatcher thought British

Desert of competition: price rises and drought have angered water Industry customers

Rail a privatisation too far, so the sale in

May of Britain’s Railtrack could rebound
on the government if it coincides with
consumer misery.

Which countries stand to benefit most?
Privatisation will help many developed

countries improve their public finances.

But developing countries, and countries
in the former communist bloc, are the
biggest potential beneficiaries because of

the underdeveloped state of their private

sectors. As well as enjoying the proceeds
from the disposal of assets, finance minis-

tries in such countries usually pay out
substantially less in future subsidies as a

result of privatisation. And the market
mechanism is a more efficient method of

allocating resources than the bureau-
cracy. Wherever the state is bloated and
policy had, privatisation offers dispropor-

tionate economic benefits.

John Plender
I

Borderlands struggle

to find their role

T he ultimate political and eco-

nomic shape of 21st century
Europe could well be deter-

mined by the fate of Belarus and
Ukraine, the two former Soviet ter-

ritories occupying the “border-
lands" of a continent whose eastern

frontier is still to be politically

defined.

Minsk
,
the capital of Belarus, has

theoretically been the “Brussels of
the east" since the Commonwealth
of Independent States was hastily

set up there in December 1991 to
ensure some form of institutional

cooperation between the successor

states of the former Soviet Union.
Until now, however, the CIS has
proved a hollow reed.

This is due partly to the unex-

pectedly strong determination of
Ukraine's post-independence leaders

to build their own national institu-

tions. and partly to the unresolved

struggle in Moscow between the
“modernizers" striving to make
Russia a modem nation-state and
the pan-SIavists - in neo-commu-
nist or neo-nationalist guise - who
believe that Russia’s destiny lies in

the re-constitution of a modified
post-Soviet Union.

In contrast with Ukraine, Alexan-

der Lukashenko, the maverick pres-

ident of Belarus, has repeatedly

tried to forge closes; economic and
other links with Moscow, though
with limited success.

Although Belarus has only 10m
inhabitant*;, it is almost as big as

Poland. It is littered with over-sized

Soviet era factories and Warsaw
pact military installations, and is

seen by Russian pro-market reform-

ers as a liability whose economic

demands threaten Russia's own
stretched economy.
“The prime minister went to

Moscow in 1994 to sign a currency

agreement which would have led to

economic re-unification with Rus-

sia. But nothing came of it," recalls

Uladzimir Syanko, the Belarus for-

eign minister. Minsk then made a

fresh attempt to re-build links with

Russian factories through a cus-

toms union.

"The main benefit would have

been supplies of raw materials,

including oil and gas. at domestic

Russian prices. But Russia has not

fully implemented that part of the

agreement," Syanko added on a

visit to London for talks with Mal-

colm Rifkind. the UK foreign secre-

tary. and to open an embassy.

Meanwhile, efforts to develop

rotations with western Europe have

been frustrated h.v the autocratic

and unpredictable ways of Presi-

dent Lukashenko, a former collec-

tive farm manager. However, dis-

content with Lukashenko s

strong-arm tactics against opposi-

tion forces, the media and private

entrepreneurs was reflected in an

unexpectedly high turnout in two

rounds of voting which created a

working quorum for a new parlia-

also secured the elec-

of the country’s most

ost-independence per-

including Stanislav

.
the former speaker.

V Bagdankevich. the

mer chairman of the

pod to have such peo-

uent We’re now going

uvelion.” said Syanko,

0 London was part of
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the UK, for example,
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DATELINE
Ukraine and Belarus
are challenging the
Russian tradition of
keeping dependent

vassals on its

western border
Anthony Robinson

and Russia, the dynamic growth of

private enterprise and rising wealth
in central Europe, especially in

Poland, is changing the environ-

ment in which they operate.

For the first time in living mem-
ory, the borderland states of Europe
are no longer hemmed in by impov-
erished and or oppressive states,

but enjoy relatively open borders

and freedom to move and
trade.

Every day, thousands of citizens

from Belarus, Ukraine, Latvia and
Lithuania pour across the Polish

border to trade and resell cheap
but reasonable quality consumer
goods at a profit back home.
To stock up, many travel as far as

the fast^growing textile markets
around the central Polish city of i

Lodz, fuelling a bo6in in the "once

depressed Polish city and injecting 1

an estimated $5bn-$7bn a year into

the Polish economy. Profits made
through this private trade are also

helping the new business people of
the borderlands to build up the cap-

ital and skills needed to restructure

their own economies.

Belarus and Ukraine, with their

high proportion of heavy industries,

inherited a particularly bleak eco-

nomic legacy. For Belarus, which
was the forward staging area for

Warsaw Pact forces, the legacy was
made even worse by the Chernobyl
nuclear accident

Fall-out from the Ukrainian plant

contaminated nearly a third of its

territory, cutting form output and
diverting scarce resources from the
daunting task of revamping over-

sized arms, ball-bearing, tractor,

truck and electronics factories.

“The problem is that nobody has
worked out a way to privatise these

giant plants anywhere in the farmer

Soviet bloc," says Syanko.

Both countries hoped that dis-

mantling the vast nuclear arsenals

once stored on their territories, and
opting for non-nuclear status,

would have entitled them to far

more western aid and assistance

thAn has materialised. Ukraine, for

example, is still pressing for funds

needed to close Chernobyl and
replace nuclear power with gas-

fuelled plants.

But Sergei Osyka, the Ukrainian

minister for foreign economic
affairs, holds out the prospect of a

profound change in Ukraine's eco-

nomic prospects as western oil and

gas companies step up their explo-

ration and production activities.

“In the 1960s, the Soviet regime

decided to neglect Ukraine's proven

but relatively deep oil and gas

reserves and concentrate on
developing the distant but shal-

|

lower reserves of Siberia,” he
j

recalls.
.

j

“Today, Russian and western oil I

and gas companies are concentrat-

ing their attention on central Asia.

But these resources are also distant,

difficult to develop and expensive to

transport. Some of the more innova-

tive western companies are turning

to Ukraine, which is much closer to •

western Europe and has 52m domes-

tic consumers."

Under the umbrella of the Central

European Free Trade Association,

former members of the defunct

Comecon trading area are busy re

building intra-regional trade on a

new private enterprise basis.

As this intra-regional trade

expands again, western business is

also starting to look beyond the

fast-track reformers of central

Europe to the borderlands beyond.

One question is whether Moscow

can be persuaded that Russia's best

interests are served by the mainte-

nance or prosperous independent

states on its western borders - or

by dependent vassals, as so often in

the past Another question is: do

Europe's politicians care?

PEOPLE

Renschler cuts loose
Wolfgang Miinchau profiles a rule-breaker at Mercedes

At 37, Andreas Renschler is

one of the youngest top
managers In German
industry. Yet as president

of Mercedes-Benz US, he oversees a
budget of some DMlbn (?0.60bn),

the cost of starting up Mercedes'
first car plant outside Germany,
which is to produce a new range of

four-wheel-drive cars from 1997.

In a corporate culture where 55-

year-olds are considered young,
Renschler’s rise is no mean accom-
plishment He puts it down, mod-
estly, to a generous dose of hick,

plus the support of others, includ-

ing Helmut Werner, Mercedes'
chairman, and JQrgen Hubbert, the

firm's bead of cars.

Renschler's management style

symbolises the change in culture at

Mercedes-Benz, from a top-down
hierarchy towards a horizontal

organisational structure: from aloof

uniformity to shirt-sleeved infor-

mality. Yet Renschler grew out of
the old Mercedes-Benz culture,

which has not only tolerated a
degree of ncra-confarmist behaviour

on his part but also - In some ways
- encouraged it

Renschler joined Daimler-Benz in

1988 after university, and had a
spell as assistant to Werner Niefer,

the former chairman. He was in

charge of two projects in Latin
America, but failed to land his

“dream job" in Argentina.
Instead, he was put in charge of a

small team examining prospects for

4W-drive vehicles, which concluded
that Mercedes-Benz could build one
that would be sufficiently different

from rivals’ models to succeed in a
highly competitive sector. They also

recommended building them in the

US. the biggest 4W-drive market
Renschler's project started just as

the long boom in Germany's car

industry was coming to an end;

Mercedes-Benz accepted the need to

embrace change. In Tuscaloosa.
Alabama, chosen as the site for the
new plant Renschler is now com-

The year is young but already we
spot two front-running trends. Neck
and neck as we speak are Jane Aus-
ten adaptations and Las Vegas sex

sagas. Austen offers Persuasion this

set*, soon to be followed by Sense

And Sensibility. From Vegas comes
Showgirls, the tale of a girl seeking

fame as a “km dancer" (Tor further

details see film), with Scorsese's

Casino and the powerful Leaving
Las Vegas due soon.

The only lap-dancing In Persua-
sion is performed by small dogs
striving to catch an earful of Miss
Austen’s matchless dialogue.

This unstarry but quietly spar-

kling BBC-produced film won rave
reviews in America, which prompts
us to ask: Why did they get it

first?

They also got Showgirls first but

were welcome to it. Awash with
nudity, this sex-and-sleaze expose
shook all moving body parts at its

US audiences, who responded by
moving out of cinemas. The high-

profile box office fiasco was
created by Joe Eszterhas and
Paul Verhoeven, writer and

Renschler: setting upUS plant

pleting the project whose feasibility

be once studied. Every other week
he commutes between Tuscaloosa

and the outskirts of Stuttgart, Mer-
cedes-Benz’s headquarters.

“We would not have made it had
there not been a general sense of

change (at Mercedes]," says Ren-
scbler. “If this had happened in nor-

mal times, we would have hit trou-

ble. But at that time there were the

first dark clouds on the horizon."

There was pressure: “not just pres-

sure on cost savings but also cul-

tural change. . . Without this new
mentality we would not have man-
aged. We were lucky.*

The project is being tightly run,

and the new model is still veiled in

secrecy. “We stipulated that it had
to be a separate team, 12 or 13 peo-

ple, with a separate budget, free

from line management obligations,

in separate offices, answering to a
single member of the board," says

Renschler.

A few miles from Mercedes'
sprawling headquarters office

blocks, Renschler runs a small,

high-security plant developing the

model Every day, for about three to

four hours, Stuttgart and Tusca-
loosa communicate via video

TELEVISION

screens. Some managers commute
every week.
The Tuscaloosa plant is a rapidly

advancing building site, managed
by Renschler and his even younger
team, who camp out in makeshift
huts. Once it is completed, Ren-
schler says with pride, there will be
no reserved car parking for execu-

tives. Even the chairman will work
next to everybody else in the same
open plan office.

In almost every respect the setup
at Tuscaloosa will be the opposite of
the traditional German office, with
its long corridors, name plates and
front rooms. Renschler dislikes

structures that divide and separate.

“The more barriers you erect, the
less they tell you,” he says. “Com-
munication is the most important
thing, no matter which company
you are in. In the old days [at Mer-
cedes-Benz] we had a canteen far

workers and clerics, then we had a
'silver spoon' [canteen] from a cer-

tain level onwards, and then we had
a 'golden spoon'.”

Renschler's rise was not com-
pletely smooth. A friend remembers
that “there were some critical situa-

tions because he did not get on with
Professor Niefer as well as he could
have. It was not that he did not like

the guy. On the contrary. But it was
felt that Renschler was always at a
new party when Niefer wanted him
at an old party. Starting something
from scratch was what he really

wanted to do."

Getting control of the 4W-drive
project was Renschler’s big break,
giving free rein to his creativity.

But in his view, the rules within
German companies are strict only
for those - the vast majority - who
follow the standard game plan.

Renschler says that although
Mercedes-Benz Is a company with
traditional bureaucratic systems, its

culture nevertheless permits a few
people to take risks and to break
out of the system. For people such
as him, he says, there are no rules.

Denzel Washington finds trouble in the shape of a Devil in a Bine Dress

director of Basic Instinct, who made On video small pleasures corn-

two basic mistakes. With nudity pete with large follies. You will

you need eroticism, with violence bless the fast-forward button as you
tension andyor human interest watch Haifa, the three-hour Jack

Nicholson-starring trade union
The War, a sentimental family melodrama, or the costly comic-

feble starring Kevin Costner, also strip lunacies of The Shadow and
slumped in America. But The Deoil Star Trek: Generations. But you will

In A Blue Dress won eulogies for its linger happily over Miami Rhap -

’40s-set thriller involving murder, sody, an astringently fanny tale of

blackmail and Denzel Washington, love and manners in the Woody
Director Carl Franklin (One Alien style.

False Move, 1993) is a name to

watch. Nigel Andrews

MUSIC

Wallenberg’s very

modern executive

on Gambro’s trail

Mikael Lilius, chief executive of the
Wallenberg industrial group
Incentive, skipped his family’s New
Year skiing holiday to stitch

together last week's SKrlObn bid to

swallow the medical technology

company Gambro, writes Hugh
Carnegy in Stockholm.
But such are the demands on the

modem executive that when he
finally did get away, baby-sitting

duties still kept him off the slopes.

The affable Lilias was cheerful

none the less. “These are very

exciting times,” he declared.

An ethnic Swede from Finland,

47 this year, Lilius is one of the
“young Turks”-ofthe Wallenberg
sphere, leading the quest to add
modem, high-growth investments

to an empire traditionally

dominated by cyclical stalwarts like

engineering and forestry.

He was brought into Incentive in

1991 to refocus the operation in

growth sectors. It was then a
low-earning ragbag of second-line

Wallenberg assets - a poor relation

to the blue-chip vehicle, Investor.

Even when Gambro had been
identified as a target, there was a
problem. “At the end of the rope

that led to Gambro was Volvo,

which was then its ultimate owner.
Only after the collapse of the

Volvo-Renauh merger, when it

became clear Volvo was going to

sell non-core assets, did things start

to happen." Lilius recalls.

In mid-1994. Incentive gained a

majority voting share in Gambro -
the world leader in renal care. Now
it is seeking to complete a full

takeover. Further divestment of

other industrial interests in areas
such as cargo handling, military
vehicles and power, will follow.

Lilius hopes the 30 per cent
“conglomerate discount" Incentive
shares have habitually suffered will

soon be a thing of the past

Thai shenanigans
Thailand’s financial officials have
traditionally been a low key bunch,
writes William Barnes in Bangkok.
Their job is to keep the economy
growing at a fast tick and avoid
parliamentary shenanigans.
However, over the last fortnight

they have been Involved in an
unseemly bust-up. Ekamol Kiriwat
lost his job as head of Thailand's
Securities and Exchange
Commission and deputy governor
of the central hank, and Suraltiart

Sathiratbai, the finance minister

who sacked Mm, has been demoted.
Ekamol. widely admired for

bringing some unaccustomed
discipline to Bangkok's rumbust-
ious stock market, probably paid
the price for speaking his mind. He
had been instrumental in charging
one of Surakiarfs former legal

clients with stock manipulation,
and had been critical of his

decision to bail out small investors

in November after a bankrupt
investor shot himself.

Though Surakiart’s demotion is

less of a loss - at 37, he has little

financial experience - there has
been speculation that he has been
used as a scapegoat and that
Ekamol’s downfall was in fact

engineered by central bank
governor Vichit Supinit
They have long been rivals and

temperamental opposites. When the
baht was under threat during the
Mexican currency crisis, the

finance minister at the time, Tarrin

Nlmmanahaeminda, asked both
men for their advice. Vichit wanted
to introduce exchange controls.

Ekamol counselled the opposite.

Tarrin took Ekamol's advice and
the baht survived.
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The Bang on a Can All-Stars is a

collective of New York-based young
composers and players
who consider themselves to be

“too funky for the academy and
too structured for the club

scene".

Their solution - a bewitching

fusion of European classicism and
American minimalism shot through

with rock and jazz edginess - make
a truly jolting start to the New
Year’s albums.

Industry (Sony Classical) is dom-
inated by tiie Dutch composer Louis

Andriessen, but also includes fine

pieces by Julia Wolfe. David Lang
and Michael Gordon. The sound
throughout features startling com-
binations of percussion, saxo-

phones, guitar and keyboards, occa-

sionally locked together in taut

rhythmic nnison (Lang’s mischie-

vously titled “Anvil Chorus"), but

also allowed to roam Into improvi-

sation (the Mahavishnu intensity of

the climax to Wolfe's “Lick"), It is

all reminiscent of some of the late

Frank Zappa’s best work, and,
refreshingly, dares to make
demands on the listener.

Charlie Dore was identified,

along with Kate Bush and Juffle

Tzuke. as one of the brightest
female singer/songwriter hopes for

the 1980s. It did not happen, how-
ever, and Dore went Into a long
sabbatical from performing, prefer-

ring to concentrate on writing.
Things Change (Grapevine) is her

first album for 13 years, but perhaps
she needs a couple more to catch up
with the times. The songs are well-

crafted, polished and intelligent,

striving for timelessness but
sounding just that little bit

dated.

Wild One - The Very Best of
Thin Hay (Vertigo) is a pretty com-
prehensive account of a band which
managed, with rare accomplish-
ment, to unite headbangers and
hoppers at a time in rock history

when you were one or the other. A
River of Sound (Hummingbird) is a
sweet, melodic collection of Irish

traditional music from the recent
television series of the same pame.

Peter Aspden
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S
tanding in the shadows
behind almost every big

boardroom defection is

the anonymous figure of

the headhunter, proficient

in the techniques of corporate

seduction but still little known out-

side the highest echelons of busi-

ness.

For many people the work of
headhunters - or executive search

consultants to give them their Sun-
day name - is a mystery. But
among decision makers they have
become as much a part of corporate

life as the accountant and the law-

yer - with salaries to match.
Headhunting has become a

swiftly expanding industry rivalling

other areas of management consult-
ing in its pace of growth.

A recent report by the Economist
Intelligence Unit valued worldwide
search revenues this year at
between SS.abn <£2.Sbn) and $4bo.

European revenues account for

about a quarter of this. In 1994 the
top 20 firms shared a net revenue in

Europe of $5S0m with annual
increases of between 20 and 40 per
cent in both 1993 and 1994. Growth
in 1995 shows no signs of easing off.

The EIU report puts a positive

gloss on the search business, por-

traying headhunters as highly
skilled industry experts often with
as much knowledge and status as

those they were placing on the
boards of companies. It was well

received in an industry which com-
plains that it is too often portrayed

as a talent snatcher, luring satisfied

executives out of their existing jobs.

The image has by no means disap-

peared and even some headhunters
recoil from the suggestion that they
are as able as the people they
recruit One industry’ veteran said:

“It is very easy in headhunting to

get delusions of grandeur because
we find ourselves moving among
industry and commerce. To put it

quite crudely we are prostitutes. We
are not even mistresses."

Comparing the oldest profession

to one of the youngest may not be
entirely appropriate but both of

them have struggled to be accepted
in polite society. Headhunting is

not the sort of job that attracts

knighthoods but it does register a

high cuff-link count - they dress

the part - and in the past few years
it has been attracting increasingly

talented individuals.

Most headhunters take specialists

straight from senior jobs in indus-
try or they headhunt from each
other. Egon Zehnder International,

which has the biggest revenues in

Europe, is somewhat unusual In
that it never recruits other head-
hunters but takes raw talent with
an MBA or other business qualifica-

tion and often with a consultancy
background. Many of its partners
are ex-Harvard Business School or
ex-McKinsey consultants.

The firm has pioneered the con-

cept of the headhunter as consul-
tant It brings in high-calibre people
from outside the industry who
know from the outset that the time
to partnership will be six years.

John Grumbar. managing partner
of Egon Zehnder's London office,

says: “We shy away from this word
headhunter. We are trying to make
it a profession where people are
buying the service," he says.

Like Egon Zehnder, the biggest

operators are going for "global
reach", establishing or, in some
cases, buying local offices overseas
so tbey offer an international
search capability to clients.

The pace of expansion in the headhunting industry is being

matched by its rapid change of image, writes Richard Donkin

Professionals lured
by respectability

Chitf JSKCOTttyiB ;Lawyer ; BamKcir ;

The market is also attracting

niche players who concentrate on a

single industry sector or geographi-

cal area. Eric Salmon & Partners,

for example, though not among the

largest of firms, has in the words of

one of its competitors “sewn up the

Paris-MHan axis".

To cover this demand for specific

expertise the biggest firms now
have industry specialists within

their ranks who tend to know not

just the people in their sectors but

the businesses too.

Matthew Wright who covers the

financial services sector for Russell

Reynolds Associates, says: "You
cannot work in this sector without

understanding the mechanisms of

the business."

Unusually Wright joined Russell

Reynolds straight from studying
law nine years ago. “There is a gen-

eration coming through now that

sees headhunting as a career." he
says. Each firm has its own charac-

teristics. Many have their star play-

ers like Korn Ferry’s Windle Priem
who dominated the US east coast

financial sector during the 1980s.

The big name headhunters can
often point to successful plarings

which help to promote their reputa-

tions. Sir Colin Marshall's success

at British Airways remains a power-

ful advertisement for the skills of

Miles Broadbent, of Norman Broad-
bent International, who helped put
him there.

When the placing goes wrong,
however - as it has done with Mich-
ael Lawrence, who has just been
dismissed as chief executive of the

Stock Exchange - it can reflect on
the headhunter who put him there.

In this case John Viney. of Heidrick

& Struggles, who carried out the

headhunt, admits that Lawrence did

not ultimately flt in the job but he
points to the reluctance of others to

accept the need for change. “I have
to accept some of the blame for this.

I am helping and advising the
board. My job is to get the highest

calibre individual for the post.

There is some risk associated with

it, especially if I fight for him."

He said that Lawrence had
thought “long and hard" before tak-

ing the job. “He had to ask himself:

‘do they want change and have they

got the stomach for if."

In such high-profile moves the

role of a headhunter can be crudal
to the future performance of a com-
pany. This may prove the case in

the search for James Ross's replace-

ment as chief executive at Cable

and Wireless. The sudden depar-
tures of both Ross and Lord Young,

the chairman, is perhaps an
extreme example of the unexpected
problems that a headhunter may be
asked to. solve. In this case the

departures were messy and damag-
ing. triggering a mass of criticism

about the company structure, its

future and accompanying takeover

speculation. The headhunting
assignment in such circumstances

is as tough as tbey come, bound up.

as it must be, with deriding the

strategic direction of the company.
Dealing with nothing less than a

crisis, in this case, demands the sort

of industry expertise identified by
Nancy Garrison Jerua who compiled

the EIU report. She says: “They
have to speak the same language as

their clients."

While part of this talent involves

looking the part and acting the

part, it does take time for those who
enter headhunting to work their

way into the job.

Miles Broadbent says that in the

beginning, at least, a newly
recruited headhunter with no previ-

ous experience in the business gen-

erates very little for the partner-

ship. He says: “In the first year I

don’t expect them to generate any
assignments of their own but they

do assignments under supervision.”

By the second year, he says, they

should be generating about half of

their assignments themselves and
by year three they should have
become self sufficient In year four

they should be handing over sur-

plus assignments to less experi-

enced colleagues.

The telephone is probably the
most useful weapon in the head-

hunter's armoury. As one of them
points out: “A chief executive will

take calls from three types of peo-

ple: journalists, headhunters and
his mistress." Broadbent nicknames
the telephoning system “smile and
dial”. He firmly believes that
approaches to potential candidates

should only be carried out by head-

hunters themselves. "I think if you
are doing a senior job, a senior per-

son should can up a senior candi-

date and should know the whole
story," he says.

A call from a headhunter, how-
ever irksome, tends to stimulate
two powerful human characteris-

tics, one is the ego - it is flattering

- and the other is curiosity, the
urge to find out more about the job.

But even curiosity disappears
among the most successful execu-

tives in high-profile roles who have
grown tired of headhunters’ atten-

tions. As Broadbent points out:

“The guy you really want is the guy

who’s perfectly happy in what he’s

doing.”

He says that timing is an impor-

tant part of the job. Broadbent

watched the career of Neville Bain

when he was Finance director of

Cadbury Schweppes for several

years because he knew that Bain

would probably lose out when the

top job arose at Cadbury. Bain had

aU the qualities to be chief execu-

tive except that Dominic Cadbury*

was six months older than be.

When Cadbury got the top job

Broadbent was in a position to

move in and secure Bain for the

chief executive's job at Coats
Viyella.

The way Broadbent often works is

to turn an assignment on its head.

When asked by a retail company to

find a property director whose job

would be developing out-of-town

supermarket sites, he approached

leading surveying firms and asked

them who had impressed them most

in recent negotiations. The client

company had made up a list itself of

all the retail property directors and
was trying to ring them one by one.

Their eventual choice was on the

list but they bad not got to him yet

“We got somebody in six weeks by
this method. If you want to find a

sales director you talk to buyers. If

you want a buyer you talk to sales

directors." says Broadbent.

The traditional search fee is split

like this: a third of the fee is paid

when the search contract has been

secured, a third after a shortlist has

been delivered and a third upon the

executive signing a contract with

the new employer. Typically the

whole fee is a third of the first

year’s gross remuneration, payable

in stages over the length of the

search which is often billed on the
basic of a 90-day assignment
With highly paid posts, however,

where the first year's salary pack-

age might be approaching Elm.
fixed fees have become more com-
mon. As headhunting has become
more established, the fee structure

has become most vulnerable to

pressure from customers. Head-
hunters will often find themselves
pitching for a particular assignment

and price will be a factor.

The business has developed in a

series of breakaways and buy-ups

but the way that the bigger compa-
nies have been moving is to take on
extra functions such as establishing

subsidiaries involved in selection

covering lower-paid executive jobs

where advertising is commonly
used. Some headhunters are also

pursuing opportunities in the
recruitment of non-executive direc-

tors to fulfil the best practice

recommendations in corporate gov-

ernance laid down in the Cadbury
report
Garrison Jenn belives that the

demand for international searches

and specialist knowledge will be big

influences over the next Tew years.

The spread to new markets in east-

ern Europe and south-east Asia has

also defined expansion in recent

years,

Another feature may be a spread

into other recruitment areas. The
fully integrated recruitment prac-

tice featuring search, selection,

interim management and outplace-

ment may not be too far away. In

the meantime, looking at the outfall

from the top jobs at the Stock
Exchange. Cable and Wireless and
Amstrad in recent weeks, the head-

hunter seems to be enjoying a rare

commodity in today's marketplace
- job security:

Cheated by the world's ‘best' manager
W ho are the best manag-

ers in the world? I

have no idea but I

would love to find out.

Thus I fell upon last week's copy of
BusinessWeek magazine, which
promised to reveal the 25 top man-
agers of the year.

Yet as I read about these “top
winners in the global game" as the
magazine called them. I started to

feel cheated. Take the two women
in the sample. Ana Patricia Botin,

chief executive of Spain's Santander
Investment, apparently has the
“penetrating gaze and workaholic
drive" of her father, chairman of

the same outfit Botin may be good
at her job. but is she really one of

the 25 best managers in the world?
Or is she on the list because Busi-
nessWeek cannot bring itself to

admit that there are no women in

the tip top league? The other
woman. Patricia Stoneslfer. appears
to have done great things running
her division at Microsoft. But why
has she been included when Bill

Gates gets no mention?

The more you think about it, the

more ridiculous the list seems. Why
has Robert Ayling been named a
best manager of 1995 when he only
started in the big job at British Air-

ways last week?
Indeed, what is a good manager

anyway? According to the maga-
zine, top managers have “ridden the

tiger of growth to spectacular suc-

cess". But surely financial perfor-

mance is only part of a complex and
subjective calculation.

Nevertheless, the 25 Busines-
sWeek managers should enjoy their

stardom while they can. Our hun-
ger far spotting winners Is exceeded
only by our hunger for scapegoats -

as evidenced by last week's new
British TV series hounding fallen

executives. But 1 would like to

know how these corporate heros
and villains are supposed to fit In

with today's flat, empowered organ-
isation. We are endlessly being told

that the sucess of a modem com-
pany is down to all its staff.

LUCY
K E L LA WAY

Last week this newspaper took the

novel step of telling its British read-

ers what to wear. In its leader col-

umn last Thursday it urged City

slickers not to follow the US prac-

tice of dressing down on Fridays,

but instead to be both more casual
and smarter ever day of the week.
London bankers, the Financial
Times concluded, should emulate
their opposite numbers in Paris,

Milan and Frankfurt.

I would like to distance myself
from this view. European harmoni-
sation may be an excellent idea
when it comes to the Investment
Services Directive. But when it

comes to wardrobes I find myself

Strongly in favour of maintaining

national differences. It goes without

saying that the average Milanese
banker looks crisp and colour coor-
dinated, whereas the less said about
the average City banker's appear-

ance the better. However, it does
not follow that the latter should
copy the former. If British men
want to dress cheaply and care-

lessly - surely that is part of their

peculiar charm.
But a stronger point against is

the near impossibility of changing
the British man’s wardrobe. Per-

suading them to start wearing ele-

gant silks and linens would be
about as difficult as persuading the

British public that the lottery is not
a good bet

Finally, I am against the conti-

nental-style City slicker on the
grounds that he would damage the
national economy. The elegant fab-

rics and choice of colours that are
found on the Continent do not come
cheap. Neither are they the sort of
thing that British companies are
good at making. Just imagine what
the change in style would do to our
balance of payments, let alone to

the profits of Marks and Spencer.

suffered the usual Monday morning
nightmare with half the ticket

machines out of order, I would not
find the invitation to commend any-
one amusing. And even if a member
of the Underground staff had done
something deserving of a herogram,
I would prefer to send one spontane-
ously.

Once upon a time companies used
to invite customers to complain If

they felt they had received bad ser-

vice. That seems to be going out of
fashion judging by a notice that has
just gone up at my local tube sta-

tion. It makes no mention of com-
plaint; instead it asks passengers to

“comment” on the service and to

“commend a member of staff". Lon-
don Underground may feel this

sounds more upbeat But if I had

Returning to the subject of what
makes a good manager, one thing is

clean reading management books
has nothing to do with It I was
interested to see on this page last

week the book recommendations of
senior management figures. The
only ones who seemed to have
spent any time poring over manage-
ment texts in 1995 were the busi-
ness school professors. For the most
part executives were too busy in

1995 managing to read about man-
agement. And if they did have time
to read books it was more likely to

be about the real economy than
organisational theory.

FAST TRACK

Dalim
Dance names such as Calypso,

'

Bolero, Flamenco and Tdhgo
conjure up images of leisure and
entertainment rather than
hard-boiled commerce, but the .

German company which uses

them for its products is in a
highly competitive and
fast-moving sector -

computerised colour and
graphics systems.

Founded by a Frenchman,
based in Frankfurt and now
pushing strongly into the US
and Asia, Dalim - named after

Salvador Dali, the surrealist

painter - certainly has global

ambitions. But the young
company, now growing at a rate

of 50 per cent a year, has also

had setbacks.

Dalim began as a provider of

business graphics software. lt
-

was initially successful but hit a

problem in 1990 when Tektrantx

of the US pulled out of the

computer workstation market.

Tektronix hardware had been

the platform for Dallm’s

product.

Frauds Lamv, the 37-year-old

founder and president, was thus

forced to change tack. The way
he did so, helped by venture
capital companies, laid the

foundations for the growth
achieved today, with 1995 sales

of DM25m (film) expected to

rise to DM38m in 1996.

Lamy decided Dalim’s systems

for the pre-press industry should
be software-oriented, based on
the Unix operating system and
the PostScript editing language.

He also opted for object

orientation, in which programs -

are written for specific

functions. Dalim systems run
mainly on Silicon Graphics and
Sun Microsystems workstations,

Dalim’s colour imaging and
manipulation systems are sold

worldwide. Among its foreign

customers are Colourscan
Overseas of Singapore.

Mullis-Morgan of the UK
(handling colour advertising for

News Internationa! and Express
Newspapers). Quebecer in

Canada and North American
Color of the US. In Germany, big
users include Burda (for Focus
magazine, the rival to Der
Spiegel) and Axe! Springer.

It Is also brandling out into

packaging, textile and ceramics
printing, workflow management
and digital multimedia storage
of picture, sound and video data
for a variety of applications.

Having moved beyond Europe, it

is now building up its base in - -

thetJS and has plans forJapan*
Some 70 per cent of the;

company is owned by venture .

capital companies - ini^fiiing

Tethno VentureManagement
(TVM), Hanseatic and'Atlas. •

’

Venture (Duteh-ownetfltrom, •

Germany, AFM of the .'V
Netherlands and Jafco (Japan),

-

which have invested DM30m. ..

. Lutz. Thiele, the chief
executive, says Dalim hakjifit. -

reached breakeven and plans a
•'

share fisting on the US's Nasdaq
stock exchange at the raod"of

1996 or early in 1997. Germany
accounts for more than half its

•'

sales and the US for 30 per cent'
But Dalim's aim Lb to have

roughly 40 per cent of its sates ;.

in the US, 80 per cent in Europe-
and 30 per cent in east Asia; he r

'

says. “Forty or 50 per centof the
world market is in the US. If

*

yon can't exist in the US. yen'll',

stay a geographical niche - *

player."

DaHm has strong competition.-
But its rapid growth into new
sectors and markets has given.it
a powerful potential. “The -

whole [printing] industry is *

developing so that ft will
become completely digital,'’-. .

Thiele adds. “Our software " %

engineers have taken a fresh • '

approach to a traditional
industry."

Andrew ioshe*

YKK
More Than Just
a Good Zipper...

OurAdvanced
Architectural Products

Are Changing
The Face of The World.

© YKK CORPORATION

SEND USYOUR
OWN PAPERCLIP

And while you are at it, please attach your
cheque to fund more Macmillan Nurses

in the fight against cancer.

(Did you know over one million people

are living with it?)

Cheque amount £ made out to ‘CRMF (FI)'

Send to:

CRMF FREEPOST LONDON SW3 3BR

Macmillan
APPEAL

Cancer Relief Macmillan Fund costs to support
people with cancer and their families.

RcjtJ. Chanty Na 2&I0I7

The Financial Times plans to
publish a Survey on

Franchising
onTuesday, March 12th.

This survey will focus on areas such as research for potential franchises,

explores sources of funding available and highlights the specialist help available.

For more information, please contact

Lesley Sumner

Tel: +44 (0) 171 873 3308 Fax: +44 (0) 171 873 3084
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Ifyou are still wondering about new year resolutions, then try volunteer work. It could be good news for both your ego and your career

When giving

is profitable

When Mary Margaret VanDeW- their performance. Columbia and Boston
eghe, managing director and College are considering similar moves,
recruiter at US bank "The stereotype of the business schooJRMorgan, looks at candi- eradnatp hns aimm haon tha mo mo mi
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Whm Mary Margaret VanDeW-
egba. managing director and
recruiter at US bank
JR Morgan, looks at candi-

dates from the world's top business
schools, she does not limit consideration

to academic success.She also scans appli-

cants* backgrounds for volunteer work.
"Volunteer work shows character,

important in today's business world where
we are concerned about ethics.” she
explains. “There are other benefits, too.

Once they're in the work environment,
volunteer work is often a way executives
nuke contacts and build their networks.
That’s the kind of person we want”
US business schools are getting the mes-

sage and are putting a new emphasis on
volunteer work. They are establishing for-

mal volunteer programmes and reporting
a tremendous surge in student interest
At Colombia Business School, for

Instance, about one-third of students now
volunteer for community work on a regu-
lar basis, compared with just 4 per cent
five years ago. Nearly half of Boston Col-

lege's business school students are
involved in the volunteer programmes.
Wharton, at the. University of Pennsyl-

vania, has gone so far as to make commu-
nity service a part of the required curricu-

lum for Its undergraduate business
students, who receive grades based on

their performance. Columbia and Boston
College are considering similar moves.
"The stereotype of the business school

graduate has always been the me, me, me
money-grubber whose only concern is far
wealth,” says Scott CaganeDo, assistant
dean of student affairs at the Columbia
Business School. "These sorts of pro-
grammes help In counteract that image."
Business schools say they are also looking
more at extra-curricular activities such as
volunteer work at the admissions level, so

. they are dealing with a student body ori-

entated to outside service activities.

Both the students and the business
schools see value in volunteer work
beyond the altruistic. One advantage is

improved business school relations with
the neighbourhoods in winch they operate.
“We realise that we are part of a commu-
nity, and the fate of Wharton is linked to
the fate of west Philadelphia,” says Mich-
ael London, who teaches the required vol-

unteer course at the schooL
Students may grow from the experience

as well Administrators and professors
complain that their charges too often come
from sheltered backgrounds that offer lit-

tle contact with people of different ethnic
backgrounds and economic means.
In today’s corporate America, the ability

to mix with workers of different back-
grounds is considered central to success.

For a few
dollars less

As a US business school graduate
given the choice between a
$100,000 (£63.000) job on Wall
Street or a $300 a month posting

in Poland which would you choose?

A surprising number of volunteers are

taking the latter course by signing up with
the MBA Enterprise Corps, a non-profit-

making organisation which sends young
business managers to work in eastern
Europe for periods of 12 to 18 months.

The deal is a little better than $300 a
month because the graduates also receive

travelling expenses plus a flat provided by
the bost company. That said, this is far

from a conventional expatriate package.
Corporate America, therefore, might

wonder why some of its brightest young
business talent is willing to overlook a US
salary for a while longer. The answer,
according to Janet Jones-Parker, the pro-

gramme's corporate relations director, has
something to do both with altruism and
the belief that the scheme will increase
career prospects.

The programme, run from the Univer-
sity of North Carolina. Chapel Hill, is

funded mainly by the US government At
present it is only available to US citizens

and Green Card holders. The programme
members are typically graduates who have
worked five years before doing a two-year
MBA course. Some have resulting debts of

“The chance to spend time with people
outside the business school environment
is important,” says John Hill, who, as a
student headed up the volunteer pro-
grammes at the Amos Tuck School of
Business at Dartmouth before being
recruited by Boston Consulting. "We
worked with prisoners, for instance. That
can be an eye-opener for someone used to

a more homogeneous environment”
AdminirfMimN and recruiters say

tire programmes «in build leadership and

teamwork skills, and can give students a
chance to put into practice the tools they
learn in the classroom.
Not everyone believes there will be a

pay-off come recruiting time. “1 think a lot

of the recruiters still pay a lot more atten-

tion to grades.” says Louis Corsini. dean of

the Boston College business school. “But
volunteer work is now a-valuable part of
the business school experience.”

Victoria Griffith

between $50,000 and $70,000 which they

can defer until their posting is over.

The assignment starts with a three-

month intensive language course before

going to the host company. A country

manager vets each of the postings to

ensure they are offering suitable scope for

management development
More than half the young managers stay

overseas when the posting has ended.
“One couple I know set up a tee-shirt

printing business in their kitchen. It is

now one of the biggest textile printers in

Poland employing 80 people in T.oocisq ft of

factory space," says Jones-Parker.

Some 350 managers have been through

the programme to date, many working in

the expanding financial sector. George Col-

lins. a law graduate from the University of

Virginia, joined MBA Enterprise in 1992

and worked for a year as adviser to the

general director of Posovnl Banka, for-

merly the Polish postal bank. After the

programme he joined the Prague office of

CS First Boston. Today, at 33. he is an
equity* partner and managing director of

Patria Asset Management, a company for

Czech institutional and retail clients

investing in Czech service industries.

Collins says: “Here I’m a big fish in a
small pond. It just keeps getting better".

Richard Donkin

THE NEW
BUSINESS
EDUCATION
SECTION
It's Begun!!!!

The Hnaorial Times has created a
new initiative to give our

advertiser! the best medium for

promoting their business

educational courses.

Every Monday we will be

publishing editorial dedicated

sofcfy io Business Ediration This

ftanne will be packed with editortal

coverage on varied topics within

die am.

We attend lo develop this page to

the point where it becomes the

source or reference for all who
wan! information on business or

executive educational courses;

where to go for courses; who to

consult for advice; what MBA
opportunities are aratmd and how
other companies organise their

executive; edocadonal courses.
.

Advertising is available below this

editorial al the rate of £35 per

single column centimetre. A very

competitive rate and to make this

oppoAaiity even more attractive to

tegular advertisers, genes discounts

are also available for multiple

insertions.

For more Infonaatioa on

advertising please rail

KARLLOYNTON
ON 0171 873 4874

Learn More About

The World’s First

& Only Global

Executive MBA
Meet on Friday.; Januaryr 12 with

Dr. Robert E. Reinheimer ofDuke
University 's Fuqua School ofBusiness.
Learn howyou can earn a world-class

MBA while'you continue to work, in

the Global 'Executive MBA Program.

Reception

6:00p.nK-‘
Friday, January 12

The Four Seasons Hotel
Hamilton Place, Park Lane
London {near Hyde Park Comer)

For more information:

Tel 919-660-8011

Fax 919-660-8044

BUSINESS EDUCATION

Imagine Attending

TheWorlds Firsts

Only GlobalMBA
...without having to relocate or stop working.

Travel around the world. communicate through

leading-edge technologies andprepare xvurself

to lead a global corporation into the 21st

century. Duke University s Fuqua School of

Business introduces the Global Executive MBA
program, beginningMay 1996— a unique

educational experience.

FUQUA. SHAPING BUSINESS REALITIES WORLDWIDE

SOUTHAMPTON
BUSINESS SCHOOLMBA

CONFERENCES a EXHIBITIONS.

We’re famous for our facilities

Many renowned organisations choose

the BfC for conferences and

exhibitions. These supcifo, puipose

built facililies and friendly helpful

staff ensure your function runs

smoothly and successfully - Ideal for

up to 4000 delegates.

<M totals uour -that* meb mth

Conferences • Exhibitions • Seminars Meetings

Ci'i Kevin Sheehan, Director

01202 S52I22
Bournemouth

tntErratnri! Cent's,

Exeter Road, Bournemouth,

BH2 S5H. Fax: Cl 202 2??220

JANUARY 16 - FEBRUARY 2
Ttw internet

“BuOd Your Future Cyberspace”
A nationwide series of half-day lemman
designed to convey the impact the

liurnmT Is having on business How does

it wort? Where i* it leading? How can

yoo use it? Can you keep ahead? Where

do you start? Venues - Leeds 16/1 *

Newcastle 17/1 Glasgow 18/1 •

Manchester 19/1 • 34/1 -

Oxford 25/1 • Bristol 26/1 * Cambridge

31/1 • London 1/2 * BocroemouiJi 2/2

ftDay pjn. £35. CM! Free 0500 74M99
hnpj/ftvwwJradtfS «*•"*/

Ifa ON LINE Interact with world-class faculty and a

select group of students from Asia, the Americas

and Europe. Use the World Wide Web, electronic

julletin boards, e-mail, computer-based video conferencing,

asynchronous groupware, decision support software,

CD-ROM, multimedia courseware and more.

{ ON SITE Spend 1 1 weeks in residential classes at

|gg| locations around the world. At each of five program

I^ T sites, study developing and developed nations in the

region. Learn firsthand how ro succeed in a truly global

enterprise. Begin with orientation at the Duke campus in

North America. Then return to your job and continue

interacting and learning via the Internet. Reconvene tor

two-week sessions in October 1996 in Salzburg, March 1997

in Shanghai and Hong Kong, and July 1997 in Sao Paulo.

Return to Duke for the final module of this exciting

19-month Global Executive MBA program.

i ON TARGET Earn your MBA in the first and
only program to fully integrate three essential

elements for effective global management: a firm

grasp ofcore business skills, expertise in global management
and proficiency in the latest interactive communications

technologies. In 15 courses, cover core business functions

such as finance, marketing and decision sciences, as well as

the current realities of global business.

ON TIME Prepare yourself for leadership in a

fifT global corporation of the 21st century- Applications

Mj close March 1, and class size is limited, so apply now.

Contact us today:

Call 919-660-8011 or 800-372-3932 (U.S.)

Fax 919-660-8044

E-mail fmjna-gemba@naiLdtike^dti

Web site http://ww.ftiquaJiike.ed^
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Art Fair

A superb raesretstioo by 100 meznben of

UAPADA together with x truly

captivating ambience make* this an

occasion to be enjoyed, by the

«vmni™ir and fee cofleam alike.

Fnrmiries: 1^ Cota
Came BtiubitiodS TH: 0121 7G7276Q

NatkmlEnmniOHCbou

The Fuqua School of Business

Duke UNivutsm
Durham, NC 27708-01 16

USA.

Brussels Office

Phone 32 {2J 655-5857

Fa* 32 [2] 655-5739

DUKE
THE FUQUA
SCHOOL

OF BUSINESS

FUQUA. SHAPING BUSLNESS REALTIES WORLDWIDE

TO ADVERTISE IN THIS SECTION PLEASE CALL LUCY BATIZOVS2KY ON 0171-373 3507 TO ADVERTISE IN THIS SECTION PLEASE CALL KARL LCYNTON ON 0171-873 4780
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BUSINESS TRAVEL
French fares fall

Moves to

competition sparked a
price war In France as two
companies cut rates on
the Parte-to-fOce route.

AOM, a subskSary of the
state-owned Cret&t
Lyonnais bank, said it

vreuU Introduce a fare of
FFr690 (£29] for a return
Journey to match a simitar

tariff by Air Liberty.
Under a taw which came

into force on January 1i
afl French airfares have
the right to fly domestic
routes without restriction

bt a drags rehearsal for
deregulation mxtyea-
when anfineo of one EU
state wttl be able to
operate domestic routes *

in another.
Several smafl afrfoes

pioneered the
deregulation campaign
last year, with AOM end
Air Liberia fbUng several
routes from Paris Oriy.
Cotackflog with the .

chaflenge. Ah* Inter
relaunched itself as a
taw-cost, no-frfite

European airline under the
new name of Ate biter
Europe.
The rdauidi also marks

a flghtback. by Air tnter
against a gradual loss of
domestic market share to
the TGV high-speed train.

Strike fears
Deutsche BA,
the German
akfine affifiated

to British

Airways, wffl

seek further

talks with pub6o«ector union

OeTV to toy to head off strike

action.

Deutsche BA director Richard

Haideker said the dispute

centred on OeTVs demand to

set up a unified wage structure.

• Northwest Airlines wiB a
launch a non-stop service from
Detroit to Beijing on May 1.

offering the first non-stop
service by a US airGne to China.
The thrice-weekly flights are

posstte under a new
agreement between the US and
China announced last month.

Airport food savaged
Food critic Egon Ronay last
week savaged the airport
food at Rote Charles de
GauBe airport, but said that
caterers at London
Heathrow were miles ahead
of their continental rands.
Comparing standards at
Charles de Gau&e,
Heathrow, Amsterdam's
Schiphol and ftnnkftet
airports, he saM some
dishes at the Pas airport
were tit only for “people
who have damaged their
palate si some way*.
Ronay and a fellow

inspector covered four food
outlets at each airport at

November. He concluded
that many Heathrow
caterers make better

ooflee, better cfafeis and
even better croissants than
thote continental

competitors*
However, ScMphol *te for

the food nuiucMsf, be
said. "Anybody who eats at
Amsterdam airport needs to
have bis bead and palate
a—11—d.Elabel—

r

criticism.*

Frankfurt was better than
Charles de Gaulfo or
Schiphol. but be sakb "AO
the catering, bxeLudtng the

food, exudes lnef^cJency..*,

The lew points were an
"absokrt^y scandalous”
croque monsfeOT and
"ratherlaighaW croissant
in Paris; and a hot-dog
sausage at Schiphol which
tasted "See a piece of
leather”.

Heathrow sen busiest
Heathrow is sift the busiest

international airport in the worid,

according to a survey.

London's main airport is set

to handle about 625000
passengers on international

non-stop flights departing in the

week of January 15-21.

according to the figures.

But US airports deal with

more passengers as a whole.

Chicago's O’Hare aiport, its

figures boosted by hordes of

domestic travelers, tops the list

with a total of more than

954,000 passengers due to

depart that week.

in a table dominated by
American airports, the only other

European hubs in the top 20 are

Frankfurt, placed ninth, and

17Uvptaced Pais.
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Townhouse hotels with an emphasis on personal attention and a friendly ethos are flourishing, finds Amon Cohen

Good things can come
in smaller packages

T
here is nothing more gall-

ing for frequent business

travellers than being told

by deskbound colleagues

that jetting about is a lucky, glam-
orous existence.

The excitement of business-class

flying quickly palls in the Sacs rtf

disruptions to domestic life and the

strain of living out of a suitcase.

Worst is spending endless nights

in hotels, where the foyers and bed-

rooms look the same from Milton
Keynes to Manila and guests start

behaving like robots, clicking in
and out of sleeping quarters with an
electronic pass.

It is small wonder, then, that
recent years have seen the flourish-

ing of townhouse hotels - small
properties where the emphasis is on
personal attention, individually dec-

orated rooms and an ethos of friend-

liness rather than servility.

“Townhouses have a very useful

job to do, which they do extraordi-

narily well, of giving a feeling of

being a private house,'’ says Giles

Shepard who recently became man-
aging director of the Ritz Hotel in

London.
Shepard is well qualified to pro-

nounce on the matter, for the epi-

centre of the townhouse movement
is London, where relatively small

operators claim they have been
chipping away at the customer
base of the more expensive
grand or “palace" hotels.

in 1990, there were nine town-
house hotels in London. Today
there are 28. They range from
well-known names such as Dukes
Hotel in St James’s to Anoushka
Hempel’s Blakes and the Sloane
Hotel in Chelsea, where all items in
the rooms are for sale.

The trend is also manifesting
itself in continental Europe, with 13

townhouse hotels in Paris and two
in Brussels. Many similar properties

are planned to open in the next year
or so. Grace Leo, proprietor of Le
Montalembert in Paris, is advising
two members of the rock group U2
on the opening of the Clarence in

Dublin next May.
Meanwhile, Peter de Savary, the

property developer.plans to

relaunch the Fenja in Chelsea, west
London, next April the same month
that the 52-bed Hempel is opened by
its eponymous owner in Craven Hill

‘The average room

rate of townhouse

hotels is now
creeping up to

those charged by

bigger cousins’

Gardens and the Draycott, also in

Chelsea, is revamped as Cliveden
Townhouse.
The 27-bed Leonard opens in Sey-

mour Street this month and three
entrepreneurs who have success-
fully exploited the formula else-

where in Britain - Ken McCulloch
in Glasgow and Edinburgh, Jona-
than Wix in Leeds, and Jeremy
Mogford of Browns restaurant in

Oxford - are also hoping to estab-

lish London properties.

For their regulars, the virtues of

townhouses are clear. Jeff Max,
director of US software company
Systems Development who spends
half the year travelling on business
and visits London once a month, is

a regular user.

“Today," he says, “most hotels of

all sizes have all the technological

facilities you could need, but the
large, impersonal nature of the big
chains maicas me feel uncomfort-

able.

The townhouses have many of the

nice features of a big hotel but com-
bine them with the personal touch
of a bed-and-breakfast and manage
to be familiar without being over-fa-

miliar. They also tend to be much
quieter, which is something that is

hard to find in London.”

His only complaint about town-
house facilities is their lack of air

conditioning.

Another commendation comes
from Cartier. Pilar Boxford the com-

pany's UK communications direc-

tor. says she always books the pres-

ident Alain Perrin, into the Frank-

lin in London.
“We find our executives are hap-

pier in townhouses because the ser-

vice is much more personalised.’’

she says. “There is no waiting at

the desk or for the concierge, and
all rooms have a direct-dialling tele-

phone and access to a fax machine."

S
he adds: “The rate is also

very' reasonable compared
with Claridge’s or the Con-
naught and services such as

a massage or manicure are readily

available."

At the Ritz, Giles Shepard is not

so sure that business customers
always get what they should at

townhouses. “The average room
rate of townhouse hotels is now
creeping up to those charged by
their bigger and grander cousins."

he says. They are playing on the

Colefax and Fowler image and their

intimacy to charge a high price but
not deliver the service."

It is not only executives from
groups such as Cartier and Ameri-
can entrepreneurs who patronise

townhouses. Dukes' clients number
senior executives from Goldman
Sachs, Morgan Stanley and
J.P. Morgan, as well many figures

in the defence and aeronautical

industries.

Andrew Phillips general manager

Suite dreams
Dukes Hotel

Number of rooms

Price of double room

Price of suite

Dining facilities

business facilities

Number of staff

mg*
64

£188 per rfight

£247-£323 per night

One private dining room

Fax Gnes and modem
connections in each room,
secretarial services on caH

70

Number of rooms

Price of double room

Price of suite

Dining facilities

Business facilities

Number of staff

130

E235-E323 per night

£581-£1 .050 per night

Three private dining rooms
plus Louis XVI restaurant

Same as Dukes

(Including restaurant) 230

at Dukes, who moved into the town-

house sector five years ago, says

that SO per cent of his customers are

business travellers. A report from
KPMG, the consultants, on town-

house hotels estimates that busi-

ness travellers on average make up
between 50 per cent and 70 per cent

of guests.

KPMG concludes that the future

is rosy for the sector, in spite of
responses from the grand hotels

such as creating “club-class" floors

that offer a personal butler service.

According to its report, more than
50 per cent of townhouse guests are
repeat bookings, responding to the

personalised service which is built

on low staff and management turn-

over; recruitment of staff for charm
and personality rather than techni-

cal skills; and the devolution of

responsibility to all levels of staff.

Most townhouse employees are
willing to give most tasks a go. and
that applies to managers, too. David
Naylor-Leyland, majority share-

holder of the Franklin, the Egerton

House and Dukes, all in London,
takes a turn on the front desk at

one of his properties every week.

In spite of the best efforts of the

townhouses to snipe at the palaces

the truth is probably that each is

good for the other, especially while

London occupancy levels are run-

ning at more than 90 per cent
As Shepard says: ‘1 think we com-

plement each other and offer a good
range across the board, so that any-

one visiting London can choose

exactly what is best for them.”

CONFERENCES & EXHIBITIONS
JANUARY 18-19
Euromoney Seminars
Preventing Financial Fraud:
New Trends in Strategy and
Policy Making
Thi* n*o day seminar will present a

revolutionary new method of preventing

fraud before it has been committed.
Speakers include Director of the
International Chamber of Commerce’s
Commercial Crime Services, Chairman of
the Fraud Working Group. European
Banking Federation, Head of Fraud
Training. Metropolitan Rilke and trading

opens on financial fraud prevention.

ConAdcsmaliiy ensued.
Omtacu Suecne Castle on
tcLOIVl 779 8575 fax 0171 779 8795

LONDON

JANUARY 22
Transport Policy for Britain
One day iuxkhu] conference to examine
Labour transport policy. Speakers include:

Clare Short MP. Bn an Wilson MP.
Richard Dinent (British Road
Federation i . Stephen Joseph (Transport
201101. Dick Wocrali iWci! Midlands PTAi
and John Neli-on (British Railways
Board L
Contact Samantha Dixon. Neil Stewart
Associates Tel: 0171 Z22 1180/Fax: 1278

CENTRAL LONDON

JANUARY 23/24
Practical Dealing course -

Foreign Exchange
Trauimj: m Spot and Forward FX dealing
lor iraini-c/)uniur dealers and Corporate
treason personnel, also ideal for ACT
Diploma candidates. Highly participative

course including use of WINDEAL (PC
Windows-based dealing simulation l.

Training effected by practitioner* with
mam >car*' muket experience.
CBPJ'SWV.A.T.
i \ Aixxl David International Ltd.

lei: L’K 44 tit i iqjo J6S82U
Fav UK44i0i 19.W5i>58:

1

LONDON

JANUARY 25/26
Introduction to Capital Markets
Training course covering Bomb. Equities

and introducing iltrir derivative markets
i Futures and Options i. A practical course
u iih cave undo., investment pricing and
nvk idcntificatitei exercises - intended for

junior vecimticv personnel, trainee dealers,

sv stems development and other support
suft. O.HPS2U * VA.T.
Lvnood David Intcmatkmal Ltd.

Tel: UK 44 «U » 1934 5*5*20
Fax: UK 44 |H| |954 5fr?K2l

LONDON

JANUARY 27 & 28
Chartered Institute of Maricthg
Diploma and Advanced Certificris

Course* m the above, delivered at

weekend sessions in Cambridge.
Designed for executive* with heavy
workloads but who want to advance their

careers m sales ml marketing.

Delivered by profe»K«nl marketers, with

excellent reputation in etaffl passes.

Call: Tma Thendorou Cambridge
Marketing College 01211 42190)

CAMBRIDGE

JANUARY 29
Florida - Coortflnation of

business with Latin American
markets
Hair ikiy semitur on Florida's capacity to

add value to trade and other services

levtitied for Latin American markets.

Speakers include Lieutenant-Governor

MacKay. Sir Nicholas Bonsor MP and
icprcsauativcs finffl Barclays Bank. British

Airways, Citibank. KPMG. Sled Hector A
Davis and others.

For details contact die Cofporaic Office.

Carering House. 2 Bdgrave &purc. London
SWIX 9PJ. Tel: *44(01 171 235 2303

Fax. *44101111 235 35W
LONDON

JANUARY 30
The outlook for tile UK
electricity market
Tins one day seminar win explore die key
issues shaping the electricity market over
the next decade. Themes such ax 1998.

generation, wholesale (vice developments,

transm ission, distribution and supply win
be considered.

Contact Sharon Robson. Power Ink Lad
Tei 01730 265095 Fax: 01730 260044

LONDON

JANUARY 30-31

Thoste-The Latest

Developments
Two-day cmferencc analysing in depth
the international uses of the trust, die

unexpected traps and other rueful trust

vehicles and possible alternatives, as well

as how to use trusts for commercial
purposes.

Contact: ESC hueraarional Lid,

tel: *44 10| 171 3869322
LONDON

JANUARY 30/31
Introduction to Fund
Management
Basic entry level training course covering

the main asset classes, modem portfolio

theory and how investment decisions are

reached. Also coven Regulation and diem
reporting - a practical course with case

studies, pricing and risk identification

exercises - intended for junior fond
management personnel, sv stems
development and other support staff.

GBP52CI* V.A.T.

Lywood David buemaoarnl Ltd.

Tel: UK 44 iO I IW 50W3J
Fax: UK 44 (Ot 1959 56532

1

LONDON

JANUARY 30/31

Practical Dealing course -

Money market
Training in traditional Cush market s

including repos and short term derivatives

l Futures and FRA si - risk identification

and evaluation, product pricing, position

management - opportunities to test

theories Irami in Wffv'DEAL PC based
dealing simulation. For Corporate treasury

personnel and financial msotution dealers,

also ideal for ACI Diploma candidates.

GBP 520 V.A.T.

Lywood David International Ltd.

Td: UR 44 10 ) 1959 J65*20
Fax: UK 44 (tij 1959 565821

LONDON

JANUARY 31
Reward Strategies for the 21st
Century
Half-day icmmir to undersund new
techniques in compensation and benefits

and assess their suitability for different

organisations Speakers from KPMG.
Rolls Roycc, Glaxo Wellcome and
Mercury.

£140 + VAT. Conract: Jo Bowman.
EEFSouih. 01256 763969

LONDON

JANUARY 31 & FEBRUARY 1

The MBA Fair & the
Postgraduate Study and
Training Fair
Rqncscnciiivcs from over 65 leading UK
and international Business Schools will

duetts* MBA programmes. Also available:

seminal* and advice on applying for

MBAs. At die postgraduate Fair graduate
seeking a career change and/or
postgraduate study can discuss their
ofXkaK with over 65 UK universities and
pcafiss+taaJ msiinitions.

Contact: University of London Careers
Services Information Ime:

CW00252 IMoiOni 3*3 IWis/9

LONDON

JANUARY 31 - FEBRUARY 1

CHINE 1996 Conference
Learning to Survive
The Interactive programme includes

workshops and open forum sessions

giving delegate* a unique opportunity to

influence the future direction of the

CRJNE initiative.

Dniails and registration form:

Conference Associates and Services

International Lid.

Tel: 0171 499 0900 Fax: 0171 629 3233

Queen Elizabeth Conference Centre

LONDON

FEBRUARY 1 & 2
Past - Acquisition Management
Workshop
The workshop wDl be highly interactive,

with an emphasis on discussion and
feedback. The speakers, who are all

specialists on the subject of pom acquisition

management, will draw on their own
experience, and provide practical

mfcaiiaiiai on how to succostully integrate

newly acquired companies. Closely
lupcrvbcd groups sexwons, onerspased with

presentations, will enable ikVgna-s to due
experience and teal assumptions about the

pas-aajuiaioc process.

Conuct Maxine Streeter. Acquisitions
Monthly on Tel: 01892 537474

LONDON

FEBRUARY 1 & MARCH 13
Successful Turnaround
Strategies
A unique seminar for non-cxeculive
diflsctDG, venture captcafcos and institutional

financiers providing an insight into this

highly complex subject. The programme
lewis puticgntni through the dime issues

involved in corpora* turnarounds including

turnaround •arareg? mgantiaucraJ issues

implementation: and financial

resniKturing. with guest presvntatknx from
Howard Djcr. Karaleys & .Ascot Holdings
Pic and 1> Stuxn Stater, LBS.
Contact: Julie Hough. Touche Ross & Co.
Tel:0171 303 6664 Fax: 0171 303 5927

LONDON

FEBRUARY 6-7

Developing The New rr

Scorecard:How to Measure and
Manage the Business Value ot

Information Technology
Delivering business value ts a recognised
priority for IT. The challenge lies in
translating this goal into a measurable
strategy. Racked with the latest thinking
and practice, ibis is the only UK event
where you win discover how to develop
and implement a balanced IT scorecard
Conctcr. Business Intelligence

Tel:018l 543 6565 Fax: 0181 544 9*20

LONDON

FEBRUARY 13
Telephone Communication Skills
.An interactive course for anyone dealing
wgji customer* over the eekpheme. covering

areas such as handling complaints.
conDuffing caDs and asking for information.

An oppcitiinicv to develop your skills m u
iton-Oiic3Kning environment. £195 + VAT
inclusive of lunch, refreshments, course
material. Contact: STRUCTURED
TRAINING 01926 337621

LONDON

FEBRUARY 14-15
Increasing Business by
Telephone
An interactive coursa covering oil the key
areas which make you successful on the
telephone.

ic Building better relationships.

Effectively promoting products A
services.

Cuddling incoming and outgoing calls.

£495 + VAT. inclusive or accornmodanoc.
meals and refreshmoui.
Contact: STRUCTURED TRAINING
1)1926 337621

LONDON

FEBRUARY 20-21

Interactive Multimedia
Marketing
Planning IP incorporate the new media
mlo tour marketing strategy' Interested in

the implications of micr-aciivity? From
the grand scheme to the nitty-griuy.

KPMG, Ogilvy & Mather, emsp. The
Economist. Unipalm-Pipex and others

provide a comprehensive insight into an
area which no business can afford to

neglect. For more details of this

UNTCORM seminar
tel: 01895 25*1*4. fax: 01895 81 3 095
email: ioh^uniconuco.ok

LQSDO„

FEBRUARY 21-22
Euromoney Information
Technology tar Banking and
Rnartce In Central Europe
This aemmar will inform on the scope and

pace of changes in IT sector in Central
Europe. Meet companies interested in

sating up and upgrading rr xyflems. Learn

from leading international experts and
through case studies how to choose most
effective technologies. Speakers include
consultants, systems and hardware
providers, bonks which installed new
systems. Sponsored by Midas Kaptii and
Hewlett Packard.

Couture Lorraine Qtamnii an
tcL 01 71 779 879> fi» 01 71 779 T795

LONDON

FEBRUARY 22
The Law of the Internet:
Commerce on the Internee can you afford

to ignore the risks, threats and legal

implications? Thix seminar by UNICON
is co-o>ganised by specialist IT law firm

Bitd & Bird, and chaired by Chris Reed of
the QMW IT Law Unit. It features expert

presentations, and a debate herween the

ITC and OFTEL on regulating the

intemcL

leJ: OJ895 2564S4. fa*: 01 813 095
enreiLiohne-un^anumuk

LqNI)on

FEBRUARY 23
Researching East European
Markets - The View From the
Region
A seminar heU by London Buxines School

for companies requiring business
information from the region. Information

specialists based in Bulgaria, Czech
Republic. Hungary. Poland. Romania and
Russia will present m overview of local

sources of tusincss information, intimated

by example*.

Contact: Woidy Shelly,

CISME bifuuwljon Service

Tel: <3171 706 6S7D Rix: 0171 402 8979

LONDON

FEBRUARY 27
City Regulation
The Financial Scrv ices Acx After Ten
Years features such authorities as Mrs
Angela Knight of the Treasury. Stuart Bell

of tbc Labour Party, John Plender and
Andrew Winckcr. Sponsors: KPMG.
Clifford Chance. C5F1 and London
Guildhall University.

Information from: Crtyforum Ltd

Td: 01 215 466/44 Fix: <31225 442903

LONDON

FEBRUARY 29 ft MARCH 1

Will ISD Deliver? Barriers to

Business in the Single

European Equity fiferite!

Organised in association with The
European Capitol Market* Institute, this

conference will review the recent EU
directive and Ks potential impact Oft

European capital markets.

Contact: Royal Institute of International

Affairs

Tel; f+44'i |7I 9575754
Fax: l+44| 171 321 2045^57 5710

LONDON

MARCH 1

M&A In the Insurance Industry

Changes in buyers’ behaviour, competitive

pressures and tbe reguLaory climate, have

produced significant new feras for change

widnn all areas of the insurance industry. The

old, pncctive certainties rf Names* are Cut

disappearing, and in their place are a

succession of new competitors, strategic

alliances, substitute products and new
distribution darnels. There are sgrofiews

acquisition and divestment oftxvTreuries to

be seized in this sue of flux, which this

conference aims to address.

Contact Maxine Streeter. Acquisitions

Monthly on Td: 0I8®2 537474

LONDON

MARCH 8
Investment In Russia:

Legal and Political Issues
One day conference to examine legal,

political and economic developments in

Russia and to discuss prospects for

investment. Speakers include: Dr Maxim
Boycko fRussian Privatisation Centre) and

Ptofeaaor Jeffrey Sachs (Harvard Institute

fw Research & DevelopmentL

Contact Samantha Dixon. Neil Stewart

Associates Tel; 0171 222 128CVF«: 1278

CENTRAL LONDON

MARCH 13 & 14
European Monetary Union
EMU Is one of the important issues of our

time. The ccDfavnce will give a balanced

view of the ecmooik and political issues

involved and (he implications for tbe

business community.

Contact Royal Institute of International

Affair*

Tel: I444t 171 957 5754

Fax: (+44| 171 321 2045/957 5710

LONDON

MARCH 16-19

Developing an East Aslan
Business Strategy
The conference will address political

economic developments in the region,

management issues and will provide case

studies on sector specific issues.

Contact Royal Institute of International

Affairs

Tel: t+44) 171 957 5700
Fax: If44i 171 321 2W5W57 5710

LONDON

MARCH 21 A 22
FT Worid Steel • Towards a
Truly Global Industry?
Tbc second World Steel conference,

organised by FT Conferences in

association with CRU International

Limited, will discuss the latest structural

developments m the sector and consider

supply, demand and trade issue*. These
themes will be addressed from benb user's

and producer'* perspective*.

Enquiries: FT Conference

Tti:m71 8149770

Fax: 0171 873 3975/3969

MARCH 29-29

Trade & Investment

Opportunities in the Russian
Oil Industry
The conference win provide a unique

opportunity feu delegate* to meet leading

members of Gazprom and key Russian

Government officials.

Contact Royal Institute or

Internabond A/fain

Td: 1+44) 171 957 5700

Fix. (4441 171 321 2W5/857 5710
LONDON

INTERNATIONAL

FEBRUARY 4 & 5
FT Commercial Aviation in the

Asia-Pacific Region
Themes for this years conference wtll

include The potential snd proUons of new

airixK devetopmers in Asia: the ftnurr of air

traffic rights in Asia; the development of

notional aircraft mannkaanting mdusries in

the region; and opportunities in aviation

growth markets - China aid Inrfia.

Enquiries: FT Conferences

Tel: 0171 814 9770

Rix: 0171 873 397S/39»
SINGAPORE

FEBRUARY 12
The International Association

ot Business Lawyers
(ASSINJA)
is osgstising an the 12 February 1996 in

Paris s conference an die subject of “New
emerging tax advantaged zffmes; A asert

guide". For more information and
enrollment, please call ASSINJA's
Loodon branch oo 01 71 286 7 1 30 (or sand

a fax to 0171 2669085>.

PARIS

FEBRUARY 22 & 23
The Financing ot innovative

SMEs In the European Union
Wbai roles should private and public

agents play in adapting and developing

financial instruments which would
enhance technological innovation within

SMEs? European symposium organised

with tbc backing of tbe European
Commission.

Contact: Me Galiea. EBN
Tel: +32 2 772 89 00 Fax: +32 2 772 95 74

BRUSSELS

FEBRUARY 27-28
Gulf 96 - Infrastructure end
Finance in the Middle East
conference
Senior ministers and leading decision-

makers from around the region discuss

resourcing eccmomic development for the

Gulf in the 21st century. Programme and
registration details: Natalie Bradshaw,
MEED Tel: i+44m0> 171 470 M09/
Fax: 1+441(0) 171 4300337

LE ROYAL MEIUP1EN, BAHRAIN.

FEBRUARY 29 - MARCH 1

Russian Investor Conference:
Direct & Portfolio Investment
Outlook for 1996
International conference designed for (he

mvesaaent banking, fund management ;md
corporate community interested the

emerging Russian economy. To include:

company presentations and workshops on

prospects and investment opportunities for

direct and portfolio investors; timely

analysis of the Amu ejections: oxxtook for

1996 - in particular die risk to ibe

government economic sfabllisalion

prepkmtnc

CoreackAncllc Savona. D6w Jones Tdcnie
Tel: +44 171 832 9737 Fax: +44 171 333
2791

The Plaza Hotel NEW YORK

SEPTEMBER 2-5

Lesdrevmash - 96
Machines and Equipment for the Timber,

Pulp-and-Paper and Woodworking Industry

Held under the auspices of 'Eumaboia'.

PlarL, the 6th 7m. Exhibition will aOran

many sptKialisi visiters - the preview cvera

was atreaded by more than 1 30.000. For

details please contact ‘Expocenir. ZAO'.

Fax: 007 095/20560 35 Td: 255 37 38

MOSCOW

TO ADVERTISE IN THIS SECTION PLEASE CALL LUCY BATIZOVSZKY ON 0171-873 3507

CONTRACTS & TENDERS

Regd. Office:

GUJARAT 5th Floor, Center Point,

m power Panchvati, EHisbridge,
CORPORATION Ahmedabad - 380006. India.

' EXTENSION IN TIME LIMIT

EXTENSION IN THE TIME UMIT FOR SALE PERIOD AND
DATES OF SUBMISSION OF RFQ DOCUMENTS FOR :

(i) 1000MW (2X500MW) IMPORTEDCOALBASEDTHERMAL
POWER PROJECT AT PIPAVAV, DISTRICT AMRELI.
SAURASHTHA. GUJARAT.

AND
(ii) 615 MW CAPACITY GAS TURBINE BASED COMBINED
CYCLE POWER PLANT WITH DUAL FUEL FIRING AT
PIPAVAV /CHHARA IN GUJARAT.

Gujarat PowerCorporation Ltd. (GPCL) has invited bids forpre-

qualification on international Competitive Bids (fCB) basis for

private sector participation forthe above two power projects to

be implemented In Gujarat through press advertisement

TheCorporation has revised the Sale Period for RFQ documents
and Dates for Submission ot the same as under taking into

consideration the intervening holidays for Christmas.
The revised dates are as under

:

CO 1000 MW (2X500) Imported Coal based Thermal Power
Project at Pipavav, District Amrefi, Saurashtra, Gujarat

:

SALE PERIOD : 11/12/1 995 to 22/01/1996 on any
working day during working hours.

LAST DATE FOR SUBIIIS- : On or before 22/02/1 996 upto
SION OF THE DOCUMENTS 04.00 pm.
(ii) 615 MW Capacity Gas Turbine based Combined Cycle

Power Plant with Dual Fuel Firing at Pipavav / Chhara in

Gujarat

SALE PERIOD : 18/12/1995 to 29/01/1996 on any
woriang day during working hours.

LAST DATE FOR SUBMiS- : On or before 28/02/1996 upto
SION OF THE DOCUMENTS 04.00 pm.

MANAGING DIRECTOR

CONTRACTS & TENDERS

TENDER NO RT.9055 SF: EXTENSION
OF CLOSING DATE OF TENDER

The closing date for Tender No RT 9055 SF
concerning the legal, financial, commercial
and economic advisers to the South African
Government on matters pertaining to the.
Restructuring of State Assets has been
extended until 19 January 1996 at 15:00.

Tender documents already submitted by the
earlier due dates may either be left at the
Tender Board for consideration or withdrawn
and resubmitted at the discretion of the
tenderers.

CHEMICAL BANKING CORPORATION
US$200,000,000 SUBORDINATED
FLOATING RATE NOTES DUE 2000

In accordance with the provisions of tbe Notes, node* is hereby given tbsf
for the interest period from 8 January 1996 to B April tSQGthe Note* carry an
interest rare of 6.75647%^ annum.

i
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Ready to adjust your mindset?
Interactive technology will bring radical, but not sudden, change, writes Alan Cane

Which interactive
media and applica-

tions will find accep-

tance in the home during the
next 10 to 15 years and how
will they affect the lives of res-

idents?

Is the television movie in

which the viewer can manipu-
late the ending to his or her
own preference the “Mirer”
application capable of kick-

starting the interactive revolu-

tion? Or will home banking
and home shopping prove the

bigger draw? Such questions,

which hold the key to the pros-

pects of the multimedia revolu-

tion. will be examined by a
research team from the Lon-
don Business School under
Prof Patrick Barwise during

the next three years.

Some indication of the level

of interest in the group’s con-

clusions is given by the list of

sponsors: it includes the
Markle Foundation of New
York and a consortium of more
than 40 companies including

Barclays Bank, Rover Group
and United Distillers. The
research is expected to cost up
to £300.000 in the first year.

A background study carried

out for Prof Barwise's centre

for marketing at the school,

however, gives a hint of what
most people expect of the inter-

active media revolution. If it is

right companies expecting
quick returns from investment
in multimedia should revise

their business plans.

The study suggests the evo-

lution of interactive media in

the home is likely be slow -

that is. over the next 10 to 15

years - but that it wifi have a
dramatic impact on peoples’
lives. Information and enter-

tainment. especially video
games, are seen as the princi-

pal drivers. Advertising and
home shopping and banking
will follow and, the study sug-

gests, “may later become the
Tram commercial use of inter-

active multimedia'*.

Prof Barwise was not swiftly

persuaded of the importance of

establishing the research proj-

ect. dismayed by much of what
he describes as the “rhubarb”
written and talked about inter-

active mass media (IMM).

“There is too much data and
not enough understanding." he
said. “Our aim wifi be to make
sense of interactive media so
as to help companies decide
their strategic response to the
threats and opportunities.”

Starting as it means to go an,

therefore, the group has
adopted its own definition of

IMM: “Technologies which pro-

vide person-to-machine interac-

tions that simulate an interper-

sonal communication
exchange”, a definition wide
enough to include both send-

ing messages back to the sup-

plier of an information or shop-
ping service and manipulating
a compact disc player.

A question the group will

study is the future of advertis-

ing on interactive media. It

questions whether there will

be a swing away from informa-
tion and entertainment funded
by advertising towards media
paid for by subscription. “If
logging on to the Internet or

an online service becomes a

daily ritual rather like reading

the morning newspaper, then
there is more scope for a larger

proportion of promotional
spend transferring to there
from television or print
media."
What sort of advertising

could IMM support? The study
gives a fictitious example:
“Watch this two-minute video

on the new Ford Taurus and
well pay for the pay-per-view

movie of your choice.”

Net extends the range
of grey power

Tim
Jackson

ARE old

people fright-

ened of com-

puters? Con-
ventional
wisdom,
brainwashed
by the youth
culture Of Sil-

icon Valley— ' where people

become high-tech millionaires

at 25, has it that they are. The
newly installed chief financial

officer of one company here
joked to me the other day that

he was so old that his com-

pany had been forced to
install a wheelchair ramp. He
declined to give his age, but
admitted under pressure to

being in Ms xnid-30s.

But there is an alternative

view: people who are retired

and live on fixed incomes are
unlikely to gamble a couple of
thousand dollars or pounds ou
a PC just for fun. Before buy-
ing a computer, the older per-

son is more likely to want to

see others using computers
successfully. When that hap-
pens - when the PC has
become a familiar mass-mar-
ket item - older people will

start to become computer lit-

erate.

That very plausible argu-
ment is put forward by Rich-
ard Adler, vice-president of
SeniorNet, a non-profit organ-
isation in San Francisco that

is devoted to bringing the
power of computing technol-

ogy to what is tactfully

termed the “older adult”.

Adler argues that analysis

of the marketing of a range of

high-tech products, from the
cordless phone to the answer-
ing machine, and the VCR to
cable, shows the same pat-
tern: the longer a product is

around, the more closely its

popularity among over-55s

resembles its popularity with

the rest of the population.

To back up this view, Sen
iarNet cites a survey, paid for

by the microprocessor com-
pany Intel hut conducted by
an independent research com-
pany. which suggests that the

market penetration of PCs
among Americans over 55
rose from 21 per cent in June
1904 to 29 per cent in Novem-
ber 1995.

The moral of the story is

dear oldies are getting wired.

That trend is provoking a reo-

rientation at SeniorNet,
which for the past 10 years

has concentrated on spread-

ing computer literacy among
older people. Founded in 1986

in a church basement in the
University of San Francisco,

the group runs classes at 76

locations across the US.

Courses start from the most
basic beginner’s guide and
progress to word-processing,
spreadsheets, communica-
tions and beyond. They vary

by location, but cost no more
than $30 for eight 90-minute
sessions - a fraction of the
rate charged by most private

companies. Space is provided
mostly by community centres

and old people's organisa-
tions. Equipment is lent or

donated by sponsors, and
teaching materials come from
SeniorNet's head office.

To reduce the fear factor,

students are taught by people
of their own age, and the clas-

ses are intentionally non-com-
petitive. Yet although there

are no grades and no tests.

SeniorNet boasts that stu-

dents routinely stay to ask
questions after the lesson, and
come into the classroom at

other times to use the com-
puters cm their own.
Since very few old people

feel they need to work on
their CVs. students have dif-

ferent reasons for signing up.

Some are merely curious to

learn about a technology that

they have never even seen;

one woman, on entering the
classroom, asked which
machine was the computer.
Others have a clearer idea of
what they want to use a com-
puter for - whether it is com-
puterising a family tree, keep-

ing the books of a small

business, or arranging mail-

ings for their local church.
No matter how widely com-

puters are disseminated, there

will always be a role for a

provider of low-cost training

to the disenfranchised. But
the arrival of PCs as con-
sumer goods is allowing Sen-

iorNet to return to an objec-

tive that it was forced to
abandon in 1986 because com-
puter literacy among retired

people was so low. That objec-

tive is to use cyberspace - the

Net or private online services
- to enrich old people’s lives.

Thanks to a deal struck with

America Online, one-quarter

of SeniorNet's 18,000 members
are signed up to a special old-

ies' online service.

The discussion forums and
“live chat” rooms that the ser-

vice provides are carefully

targeted to the audience. The
topics under discussion in the

seven groups of 50 “folders"

range from using Windows 95

to dealing with breast cancer.

When 1 checked out the live

chat last Wednesday - at
I l.30pm California time, or
!L30am New York time - 17

vivacious SeniorNetters were
exchanging electronic natter.

Notable among them was a

lady of 75 from Kentucky who
went under the cyberspace
nom de plume of Wildcat, pre-

sumably out or loyalty to her

local basketball team. “On the
Internet,” said one SeniorNet
staffer, “no-one knows
whether you are 75 or So."

SeniorNet's online presence

and its Internet Web site have
other features. But these
resources alone raise an inter-

esting point. Critics of the
Internet have pointed out -

rightly, in my view - that vir-

tual reality rum a poor sec-

ond to reality: that chatting

across a dinner-table is more
friendly than chatting across

the ether, looking at paintings

in a gallery beats download-
ing bitmapped versions to a

screen; carrying a telescope

npbill to see the stars is more
fun than surfing astronomy
Web pages. But many old peo-

ple do not have access to
these things. They are house-
bound, either because of their

own frailty or became they
must care for spouses. Their
social lives are often limited

by geography or money.
For them, as for younger

people with similar disadvan-

tages, the second-best solution

of cyberspace is a great deal

better than nothing. Senior-

Net may seem cranky today:

but a decade from now,
granny power will be a power-
ful force in cyberspace.

Tim.Jacksoruqpobox.com
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*:v; A teleshopping-free zone
The future of home order TV in Germany hangs in the balance, says Judy Dempsey

I
f Germany’s Home Order
Television (HOT) bad its

way, it would today be
broadcasting around the clock

on satellite and cable, persuad-

ing its audience to buy goods

ranging from cars and clothes

to holidays and shoes. But it

cannot.

Teleshopping in Germany is

severely restricted by law. Set

up last autumn. HOT, which is

jointly owned by Pro-7, the fast

growing independent commer-
cial television network, and
Quelle. Germany’s largest

mall-ordering group, intended

to change the Rundfunkstaats-

vertrag, or broadcasting law.

They also wanted to change
audience-viewing habits,

encouraging them to spend

more time watching television

and using the medium as a

consumer tool.

The law states that home
teleshopping must be limited

to one hour a day. That applies

to the state-run ARD corpora-

tion which is the public service

broadcasting network for tele-

vision and radio, ZDF, the sec-

ond state television channel,

and all the private television

and radio stations.

The reasoning behind the

law had two strands or ele-

ments. “First, television is a

public service and that is its

priority. Second, although it is

now being debated, teleshop-

ping is still considered by some

of the television regulators as

opinion forming and should be

limited." a Landesmedienan-

stalten lawyer explained.

The 15-member Landesme-
dienanstalten essentially regu-

lates television. Its main func-

tion is to ensure that a wide
variety of quality programmes
reaches German homes. To do
this

, the Landesmedienanstal-
ten can issue broadcasting

licences. It can also issue net-

work access licences, and it is

the watchdog for the imple-

mentation of the Rundfunk-
staatsvertrag.

But as the case of HOT
shows, the regulators have
found themselves in a quan-

dary about how to define home
teleshopping in such a way
that the role of public service

broadcasting would not be

undermined.
HOT first received permis-

sion from the Bavarian televi-

sion authorities - a member of

the Landesmedienanstalten -

to set up a pilot project to

broadcast several hours of

teleshopping on two channels

in the Munich and Nuremberg
regions.

“We were very excited about

the challenge,” said Alexander

Fink, a spokesman for Pro-7.

“We were convinced that

teleshopping was not broad-

casting in the strict sense. It is

about distributing products.

And since teleshopping is prod-

uct information as opposed to

opinion forming, we argued

there should be a channel

for such goods.”

Germany’s giant mail-order-

ing houses, including Otto Ver-

sand and Quelle, can see the

advantages. It would reduce
overheads for catalogues and
they reckon teleshopping
business would increase retail

sales by more than
DM500m ($349

-

2m) within five

years.

At the moment, retailers can
sell their products only
through non-German-based
teleshopping channelg. if they
chose, they could sell their

products on the Internet

“Of course you are not

breaking German law if you
buy products on the Internet

or through the various home
shopping services which are

offered by banks and other

institutions," a media legal

expert said.

“What distinguishes home
teleshopping which is broad-

cast on the public television

and radio channels from the

Internet and banking services

is that the former is public and
general, and the latter concern
only the individual,” she
explained. That accounts for

the divisions of opinion among
the state regulators about
HOT.
No sooner had the pilot proj-

ect been set up last October
than HOT sought permission

from the Landesmedienanstal-

ten to broadcast via satellite,

cable, on digital or analogue
and across Germany. Then the

trouble started. At a meeting

in November. HOT failed to

win the support of the state

regulators. The regulators did

's auctioneers

ys.com ) is a nice

s of good informa-

ig details of high-

red sales, such as

r the late Jacque-

; Onassis.

is notes for the

investor and a

uciion calendar,

;p not yet encoun-

Harkct Mavens".

ment analysis is

rough Pinson &
Financial Center

fc.comu a useful

.ting review of

fall Street.

?asv to use. with

dated quotes and

• Stan & Dan: The Stock

Guys! provide a daily fax ser-

vice for short to intermediate

term stock traders. At their

basic web sate (wmo.dirs.coml

investldfax) US residents can

sign up for a free one-week

trial

• Volunteers for Peace is a

Vermont-based organisation,

related to Unesco. that organ-

ises volunteer worts camps in

60 countries worldwide. For

details of programmes, check

their site at umo.vermon-

teLcom! ~vfplhomeJitm

• To Fly is Everything...

Lhttp:llhawul cogsci umc.edu!

invent!airplanes.html) is a fas-

cinating virtual museum
describing the invention and

use of flying machines. It also

offers good nanative and

more than 300 still photo-

graphs from the Library of

Congress collection.

• CyberJoe’s Internet Cafe

{jotow.cybeiioe.cojo) in Port

Elizabeth, South Africa, is a

nice site (although the graph-

ics are a tad garish) with some
interesting links to other

spots in South Africa, includ-

ing a useful indexed search

facility through Marques
Systems. Definitely an area

that is worth watching.

• Deutsches Spendeninstitut

Krefeld (immo.dsk.de) is the

site of the German Charities

Institute - a tremendously
comprehensive site covering

every aspect of volunteer

work and philanthropic organ-

isations in Germany.

There is a dual-language

intro, but it is in German
when you're searching.

• Quotesmith Corporation

(ioww.iermguotes.com) gives

details of the rates of 160 US
life assurance companies. It

offers a personalised price

comparison service, for US
residents only, but it is worth

a browse if you're in the

insurance sector.

• Cnnnmer Graduate School

not even support Bavaria's ini-

tial permission to grant the
pilot project to HOT.
•The problem is that the

legal framework about home
teleshopping is not clear,” said

Thomas Kreyes, of RTL. Ger-

many’s leading commercial
television network. RTL has
already campaigned in the
courts to stop HOT from broad-

casting, fearing an advertising

challenge.

After recent hearings
between the Bavarian adminis-

trative court - courts which
deal with public administra-
tion including the granting of

licences - and Bavaria's consti-

tutional court, the future of

HOT remains uncertain.

The Landesmedienanstalten
are reluctant to grant HOT a
licence to broadcast, or ban it

completely, because the law is

unclear.

The courts are waiting for

the regulators, still locked in

discussions, to draw up a new
Rundfunkstaatsvertrag which
will set out new limits for

home teleshopping. And the
regulators themselves are
waiting for the European
Union to set out broadcasting
guidelines as well

“I think it is a matter of time
before teleshopping will be
allowed in Germany,” said

Fink. Then the task will be to

persuade the television-shy

German to spend more money
looking at television, and
to start shopping from
home.

(iwww.crummcr.rollms.edu ) is

the business school of Florida-

based Rollins College. A nice,

useful site, with details of the

curriculum, technology ser-

vices and information about

the local community for pro-

spective MBA students.

• High Technology Careers

magazine (www.hightech
careers.com) allows users to

search a database of 9,000

career opportunities by key-

wort, post your CV to employ-

ers online, car even create your
own CV homepage for employ-

ers to browse - or indeed, to

ignore - at their leisure.

slemqmcQook.demm.co.uk
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The Right
Business Information

In the age of information, the hard thing is to find the right

information; key company information that's relevant and

to the point.

FT McCarthy is your vital source. Our network can

provide comprehensive information on the exact companies

and sectors that interest you. Every day we gather

information from the world’s top business publications -

it would take you all day just to read them - sort it, and

store iL You can access just what you need - by company,

by industry, by country or by market. Industry speculation as

well as the hard facts.

Access is on CD-ROM, online or hard copy, so it's

easy to be on the right side with FT McCarthy. Start today

by sending the coupon.

r
FT McCarthy. The right business information

Complete this coupon and tend ii to: Michael Rklpway.

Financial Times InComiBiion. Fitzroy House. 13-1? Epwonh Street,

London EC2A 4DL Telephone; 017 1-425 7453. Please send me details

of FT McCarthy

Metric

Company

Addres

FT
|

ComMy

jj

Telephone
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The Financial Times plans to publish a Survey on

Franchising
on Tuesday, March 5tli.

This survey wUJ focus on areas such as research for potential

franchises, explores sources of funding available and highlights the

specialist help available.

For more Information, please contact

Lesley Sumner
Td: +44 (0) 171 873 3308 Fax: +44 (0) 171 873 3064

FT Surveys

Get real-time quotes, Forex rates

and news headlines ou year PC with

Signal! For more information call

44 + 171 600 6101

Every day,
we help
thousands of
people like

Zoe fight

cancer.
. Give people with cancer a lighting chance
J
Over "Wp in every £1 donared goes directly inn* reir viral revnucb
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ARCHITECTURE/ SPORT

Russia’s

for care
A t the end of February a remarkable

event wm take place in SL Peters-
burg. Tlie old bones of the last Tsar

*5?“ a™? °f bis family who were
slaughtered with him on July 17 191s, in
tkaterinburg. will be entombed with their
«omanov ancestors in the cathedral of the

of Saint Peter and Saint PauL
i-7^ strange act of reparation will be a
difficult one to choreograph in spite of
ta**n6 place m a city designed for imperial
ceremony.
SL Petersburg is one of the very finest

architectural landscapes in the world. In
every way it parallels the earlier splen-
dours of Venice, and yet it has a character
and a romance entirely its own. As an
important part of our shared architectural
culture, the city needs a vast amount of
international support. Twenty-five years
ago a brilliant small organisation was set
up by English lovers of Venice called
Venice in Peril which has funded and car-
ried out the effective restoration of many
important buildings in the city. It is time
for a similar initiative for St Petersburg.
In the euphoric days immediately follow-

ing the collapse of Soviet communism
there were mad and worrying schemes for
the modernisation of the city. The plans
for the giant Peter the Great tower seem to
have slowed down and will probably be
dropped. If it were to go ahead, it would
represent such an extreme act of cultural

palaces plead
and attention
vandalism that Che city would be signing
its own death warrant. The rare thing

about cities like St Petersburg. Venice.
New Delhi, and Washington is that they
were built as political demonstrations of
imperial or "democratic", power - they
have intense meaning which is expressed
in their plans and their architecture.
Although they have to thrive commer-
cially, the reason for their existence is

beyond commerce and aspires beyond
materialism.
Row can the palaces of Saint Petersburg

be restored and repaired in a city where
the only Tsar is a pile of bones; the only
garrison is a farce of police; the only aris-

tocrats are the international tourists
graded by the depth of their parses?
Although the obvious places, such as the
Winter Palace and the Hermitage, look
presentable, a great deal of work is needed
to deal with an increasing flow of visitors.

Fac'ilities in museums both for the conser-
vation of art and the services for visitors

are improving. all over the world. Russian
standards will inevitably have to change.
The danger is that the intangible quality

of these collections in palaces will be dis-

turbed by modernisation. As a visitor in

the Winter Palace, you are remarkably
free - it is still possible to be the only
person standing at the central window of
the south facade of the palace looking at

Alexander I's column imagining both the

glories of Napoleon's retreat from Russia

and the horrors of Bloody Sunday. All

around you are the masterpieces of
Antonio Rinaldi, Bartolommeo Rastrelli,
Carlo Rossi, Giacomo Quarenghi. and that
German genius Andrei Stakenschneider.

There is a sense of a place designed to be
not so much “a window on the west” as a
civilised world of its own.
The arrival in London last year of the

great Wedgwood service commissioned by
Catherine the Great prompted thoughts of

the little palace for which It was commis-
sioned. Chi the elaborate travels of the
Tsarist court between the Winter Palace
and Tsarkoye Selo resting places were
needed. It was in the suburbs of SL Peters-

burg on the marshes that Catherine
ordered the building of the Chesme Palace.

Here courtiers dined from the Wedgwood
“Frog" service, contemplating the sepia
views on their plates of picturesque Brit-

ish houses and landscapes. The palace and
neo-gothic chapel at Cbesme today are sur-

rounded by ugly flats.

Similarly, the beauty of the Kamenos-
trovsky palace on its own island in the
Neva to the north of the city is compro-
mised by its use as a sanatorium. The
riverside park and English-style late eigh-

teenth century gardens all survive and
with a little help could be quite magical.
But the two palaces that need help, and

quickly, are the Alexander Palace at Tsar-

'S?
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Dostoyevsky’s "most fantastic city”; the Griboedova canal and the Chnrcb of the Resurrection in St Petersburg
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koye Selo and the Constantine Palace at

Strelna on the road to Feterhof, with its

park running into the Baltic.

The naval presence at the Alexander
Palace cannot last much longer and the
restoration of the last home of the Roma-
nov family can perhaps begin. It was from
here that the last Tsar and his femily were
taken to their deaths. Their possessions

apparently survive to a large extort, hav-

ing been carefully put away. Apart from
the historical importance of the palace it is

a neglected and hidden architectural mas-

terpiece by Giacomo Quarenghi.
The palace at Strelna has a future, prob-

ably as a great hotel. It should become a
civilised enclave away from the city,

which could be reached by water. It was
baflt in 1711 for Peter the Great by the

French architect Alexandre Le Blond, and
has a magnificent ballroom, and glorious

stables. Today it is the-saddest of palaces
- romantic but decaying fast

These are the important buddings that

need help and protection. Ever palace has
its flue outbuildings and temples and fol-

lies In the parks. While UK citizens worry

about the future of the perfectly secure

Greenwich Royal Naval College, the great

European glories of Saint Petersburg are

just as much our responsibility. The
romance of Russia Is strong and can
inspire international support and help. It

Is not too much to hope that a realistic

rescue be initiated for what Dostoyevsky

called the “most fantastic” city.

Colin Amery

I
wouldn't call us athletes

exactly.” mused Richie BumetL
“Maybe leisurely sportsmen. It's

just getting paid to show off
really.” Half the Rhondda Valley, a
gritty former coal-mining area of
South Wales, seemed to be at the
Lakeside Country Club, in the
heart or Surrey commuter-land,
watching Burnett throwing his
heart out in an attempt to remain
World Darts Champion.
The Lakeside's vast ballroom was

packed with 1,300 partisan and
highly vocal supporters. Anyone
visiting the Kings!and Tavern in

Southampton that night would
have been in for a dull evening.

The pub landlord, bar staff and
most of the customers had deserted
their local to cheer on Les “Dan-
ger” Wallace, star of the pub darts
team in his bid for glory at the
oche.

Wallace, a 33 -year-old plasterer
taking a break from the building
trade while he attempts to turn
full-time darts professional, entered
wearing a kilt and carrying the
cross of St Andrews. His fans were
hoarse with excitement as he

Up at the oche in a quest for status
stepped up to throw the first leg

against lan Brand, a relative

unknown.
Backstage, Burnett was watching

on a TV monitor, having already

qualified for his own quarter-finaL

“I think the game makes great TV.
Watching two fellers sweat to death
wanting a double-top,” says Bur-
nett. “Most people have played
darts. Know how hard it can be.

How many of us have ever sat in a
Formula One car? You don't know’
what it's like to drive one. Neither

do L"
Since he won the Embassy World

championship a year ago, life has
changed beyond belief for BurnetL
The prize-money alone was £36,000.

He drives a top of the range spon-

sored car. In the pubs and clubs

of South Wales he has the kind of
celebrity that once upon a time
only pulling on a red rugby jersey

at Cardiff Arms Park could
bring.

“You can make a reasonable liv-

ing out of it now," Burnett says. “I

don’t play many competitions. Most
of the work is playing three or four

KEITH WHEATLEY
exhibition matches a week.”
Breweries are the usual promot-

ers of these events, as darts in

Britain is a pub game. Robert
Holmes of the British Darts Organi-

sation claims 8m people play regu-

larly. He has no doubt of darts’ true

status. “It's a sport No question.

It's a very physical game.” states

Holmes. “The physical control of

mnseles the stillness and con-

trol at the oche is very, very
demanding.”
The Sports Council, Britain's offi-

cial bureaucracy in the absence ofa
Sports Ministry, is equally sure of

its position. “Darts is an unrecog-

nised activity as far as we are con-

cerned," sniffed a spokesman, after

consulting the appropriate manual.
Snooker, curiously, does qualify as

a sport as far as Whitehall is con-

cerned.

Richie Burnett works out by
sparring with boxers at the local

gym. He looks trim and in good
shape, and could have been a con-

tender in the long tradition of
Welsh welter-weights. “There may
be a few boozers and smokers left

but most players want to stay fiL"

he says, adding that he did not
have a drink in the two weeks lead-

ing 19 to the championships.
Beer, or more specifically lager,

is where darts traditionally loses

credibility in its Harm to he a main-
stream sport Very few athletes in

other disciplines prepare for their

event with the quantities of alcohol

that are part and parcel of life on
the 501-circiiiL

“Tonight I was careful to have no
more than four pints before
playing. Just enough to settle me
down,” explained “Danger” Wallace
after his 3 sets to 1 victory over'

Brand. “When I go out with the
Kingimnd team on a Monday night

I like to have a real drink.”

It is tempting to think this might

be a leg-pull. Qualifying for the
quarter-final netted Wallace nearly

£5,0QQ. Can you really play fior seri-

ous money having drunk enough to

doubly-disqualify a car driver from
taking to the road? Obviously yes.

In the players’ ante-room, with
three practice boards, the bar is

doing a roaring trade.

At the shajn? end, under the
light-g anti TV cameras, things are a
little different Discreet glasses of

minraal water and orange juice are

the thing for the BBC, which Is

broadcasting the championship. ••

Last year 10m people watched the

Sunday night final between Bur-
nett and Dutch player Raymond
Barneveld. Another lxh viewers
were in the Netherlands where
darts, unknown a decade ago, is

enjoying huge popularity. A size-

able Dutch contingent had come to

Surrey this year to cheer on both
Barneveld and Roland Scholtan.

“We play every week in Nijmegen.
It feels a little adventurous because
you have to go to the pub to play,”
gypiainK Henk Kerssles, a teacher.

In his party are several other
teachers, a law student and a com-
puter engineer. In mainland

Europe, darts lacks the blue-collar

heritage that in its 1970s UK hey-

day made proletarian celebrities

out of players like Eric Bristow,

“the Crafty Cockney", and Jocky
Wilson, a. Scots ace with a huge
beer belly and few teeth. When a
Norwegian darts team visited

recently they were appalled to be
asked to play in pubs rather than
the pristine sports centres they use
back home.
Darts has always been a little bit

out on the edge. Early this century
British pubs were regularly prose-

cuted for allowing it to be played. It

was not until 1908 that a Leeds
publican appeared In court and
convinced the justices that it was a
“game of skill rather than chance”
and thus legitimate on licensed
premises. One has to agree. Even
the most casual player knows how
the board shrinks anfl the darts
wobble when only one of those tiny

segments will clinch victory.

"It’s a simple game but It's taken
me half a lifetime to be able to
stand up there and hit a double
when I need it," explained “Dan-

ger” Wallace, glass in hand.
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The Financial Times Group

and Agence France-Presse have

joined forces to provide fast,

accurate and incisive financial,

economic and business news.

AFX NEWS is a real-time English

language European financial

newswire which can be delivered

through most major market
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international markets feeding

over 500 news stories a day
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So, Tor independent and

succinct reporting on economic,
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your local data vendor today.
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THE WEEK AHEAD
DIVIDEND & INTEREST PAYMENTS

TODAY
Anglian Water 12% Bd 2014
£1200.0
Asahl Breweries 7% Bd 1999
Y700000.0
BET 1.4p
Bridgend O.lp
Chemical Banking Snr FRN
2000 $158.95
Chichibu Onoda Cement 7%
Bd 1999 Y700000.0
Commonwealth Bank of *

Australia 12%% Nts 1998
A$1 27.50
DKB Fxd/FRN Jul 2004
$16593.75
Dixons (Cap) 6*% Cv Gtd Bd
2002 £337.50
European Colour 0.775p
Do 6Va% Cm Pf 6.3p
Get Grp 3.3p
Guinness Fin 9% Gtd Nts 1996
$90.0

I & S UK Smaller Co’s Tst Ip
Inter-American Dev Bank
1214% Ln 2003 £6.25
Irish permanent FRN 1998
£182.67
Kobe Steel 63% Bd 1998
Y890000.0
Do 6.9% Bd 2000 Y690000.0
Kubota 6.9% Bd 2000
Y690000.0
MMT Computing 4.4p
Mitsui Fxd Rate Nts 1999
Y400000.0
Do FItg Rate Nts 1999
Y206667.0
Morgan Crucible 6.25p
NKK 7% Nts 1997 Y70000Q.0
NFC 1.6p
Paridand 22p
Rolls-Royce 2p
Sapporo Breweries 5.9% Bd
2003 Y590000.0
Do 7% Nts 1997 Y700000.0
Takashimaya 5.6% Bd 2001

Y560000.0
Do FRN Jan 1998 Y18800.0
TR Property Inv Tst 0.42p

Uny 3.8% Nts 1998 Y3800000
Warner Howard 3.15p

TOMORROW
CPL Aromas 1.6p

Crown Eyeglass 4p
Eksportfinans 10% Nts 1996
$500.0
Henderson Admin 13-5p
Hobson Q.4p
Japan Airlines 6.9% Bd 2001
Y690000.0
Do 6.9% Bd 2002 Y690000.0
Kobe Steel 6.9% Bd 2001
Y690000.0
Do FRN 1996 Y17090.0
Leo 1 Class B Mtg Bckd FRN
2035 £2276.04
Lao 2 Class B Mtg Bckd FRN
2032 £217.80
National Power 5.4p
Powell Duffryn 8p
Vibroplant 1-4p
VTech (London) $0,025
Do (Bermuda) $0,025

WEDNESDAY
JANUARY 10
Anglo American Coal R3.0
Apollo Metals Cv Rd Pi 4p
Collateralised Mtg Sec (No 11)
Class B FRN 2028 £213.74
Dawson Int 1.5p

Gteeson (MJ) 11.4€p
Guinness Fin 12% Gtd Nts
1996 £120.0
Guinness 214% Cv Nts 1997
IR£1 250.0
Lothbury Fdg No 1 Class A1
FRN 2031 £1134.0
MBL Fin (Curacao) 8%% Gtd
Bd 2001 $887500.0

Mitsui Fxd/FRN 1996 Y8294.0
Morris (Philip) $1.0
Northern Elec 63.5p
Policy Portfolio 2p
Property Partnerships 2.8p
Scottish Value Tst Ip
UK Estates 0.1 5p

THURSDAY
JANUARY 11

Barclays Und Prim FRN
$305.12
Body Shop 1.08p
Clyde Blowers 4p .

Diploma lOp
Edinburgh Inc Tst Ip
European Motor 2-2p
Export-Import Bank of Japan
8Vx% Gtd Bd 1996 $425.0
Granada 11%% Bd 2019
£1125.0
Hacfieigh 1.75p
Heath (CE) 3p
Highland Distilleries 6p
Kwik Save 14.05p
Mdyneux Estates 2J?5p
Nihon Doro Kodan 9%% Gtd
Bd 1996 $481 .25

Oceana Cons 0.75p
Peoples Construction Bank of

China FRN 1998 $319.44
Do FRN 2000 $324.56
South Wales Elec lOOp
Tams (J) 1.6p
Warburg (SG) FRN 2006
$303.47

FRIDAY
JANUARY 12
Anglo American Carp of South
Africa R1.30
Argentaria Cap Fdg Class B
9% N/VTG DM Euro Pf
DM0.90
Bath Press 0.1 4p

Conversion 9% Ln 2011 £4.50
Conversion 9%% Ln 2001
£4.75

British Inv Tst 22p
Caffyns 5p
CaJsse Francaise de Dev
12%% Gtd Ln 2013 £306.25
Castings 1.22p
Chrysler $0.80
City Merchants High Yield Tst

2.25p
Cropper (James) l.lp

Dart 1.9p

EMAP 3.7p
F & C PEP Inv Tst 2.35p
Forward Grp 3J2p
invasco English & Int Tst 0.4p
Jarvis Porter 2.1 5p
Jos 3.33p
Mercury European Privatisation

Tst 0.6p
ML Hldgs 0.35p
Morgan (JF^ $0.81

Nissho fwai 3.9% Bd 1998
Y390000.0
Pillar Property Invs i.5p
Polar 4p
RPC1.2p
River Plate & Gen Irrv Tst

7.04p
Shanks & McEwan 1.2p
Sime Darby M$0.1 65
600 Grp 0.75p
Spandex Ip
Standard Chartered Und Prim
Cap FRN $297.08
Do (Ser4)$301J56
Tiger Oafs R0.695
Trace Computers ip

SUNDAY
JANUARY 14
Funding 3%% 1999/2004
£1.75

Treasury 13% 2000 £6.50

UK COMPANIES

TODAY
BOARD MEETINGS:
Finals:

Barr (AG)
Inspirations

Treatt

Interims:

Calluna
ElBs & Everard
Westport
WRQamson Tea

TOMORROW
COMPANY MEETING:
Carr's Milling Inds, Crown
Hotel, Wetheral, Carlisle,

11.30

BOARD MEETINGS:
Final:

French
Interims:

Bespak
Tomorrows Leisure

Universal Salvage

VHEHkJgs

a WEDNESDAY
JANUARY 10
COMPANY MEETINGS:
Fenner, 23, Great Winchester
Street, E.C., 9.30

Qiaoson (MJ), Haredon
House, London Road, North

Cheam, Surrey, 12.00
Shafte&ury, Pegasus House,

37-43. Sackvflle Street,

W., 12.00
UPF, Goldthom Hotel, Penn
Road, Wolverhampton,
11.30
Wigmore Property Inv Tst,

155, Bishopsgate, E.C.,

3.00

BOARD MEETINGS:
Finals:

Jersey Elec
M&W
Interims:

Banks (Sidney C)

Dixons
Ewart
Fleming int High Jnc
Ryiand
Savais

THURSDAY
JANUARY 11

COMPANY MEETING:
Foreign & Colonial PEP Inv
Tst, Exchange House,
Primrose Street EC.,
11.00

BOARD MEETINGS:
Finals:

Denmans Bee
Lonrho
Lowe (Robert H) -

RCO
Interims:

Cnpetright
Cassidy Bros
Coral Products
GGT

Jones Stroud
Jurys Hotel

Matthew dark
PSIT

FRIDAY
JANUARY 12
COMPANY MEETING:
Perpetual, Phyllis Court,

Honly-on-Thames, Oxon,
12.00

Company meetings am annual
general meetings unless
otherwise stated.

Please note: Reports and
accounts are not normally

available until approximately
six weeks after tite board
meeting to approve the
preliminary results.
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Obituary

Lincoln Kirstein

L
incoln Kirstein, joint
founder of New York City
Ballet; poet, patron of the
arts, polemicist, collector,

critic, philanthropist, died in New
York last Friday at the age of 87.

He had many claims to fame, as
he had many interests in the arts to

which he gave passionate and prac-

tical service. But it was his collabo-

ration with George Balanchine in

establishing classical ballet as an
American art that must take a pre-

eminent place in considering his
achievements, and this must be
seen as the crown of his life’s work.
Kirstein was a man of Protean

gifts and immense intellectual and
organisational energy. He was one
of those rare talents who touch the
entire artistic life of their time. Bal-

let, him, literature, theatre, music,
painting and sculpture all occupied
his attentions. A First Bibliography,

published to celebrate his 70th year,

cited material under all those head-
ings. and added to that tally writ-

ings on architecture, photography,
history, politics, as well as fiction
and poetry, and — in an attempt to
f-atrh the quicksilver of 473 entries
- “other subjects”.

These many and seemingly dispa-

rate concerns were united by a

guiding intelligence which was both
unnnmprmniaipg and mrnmpmmla.
ingly generous, and served as the

artistic conscience of an era. This

was the essentially American qual-

ity of his work: that desire to ame-
liorate and inspire a society to the

goal of a more humane and imagi-

natively rich world. Kirstein was a
man whose greatness was matched
by his generosity, and by the grand
extent of his work as intermediary

between the arts and a vast public

who benefited from his genius.
i.frnmin Kirstein was bom on May

4 1907, the second of three children

of Louis Edward and Rose Kirstein.

(His sister was the distinguished

writer, Mina Curtis). At Harvard
Kirstein started the influential mag-
azine Bound and Horn, in whose
pages such writers as T.S. Eliot,

Ezra Pound. James Agee. Edmund
Wilson and e e cmnmings were pub-
lished.

In 1928, with two Harvard class-

mates, Kirstein founded a Society

for Contemporary Art. which was a
precursor ofNew York's Museum of

Modem Art And in the summer of

1929, while in Venice, Kirstein was
to witness Diaghilev’s funeral pro-

cession. This must be seen as a por-

tent for the future.

Kirstein was drawn to ballet and
in 1932-3 he met and worked with
Mikhail Fokina, and then became
involved with Nijinsky’s wife, Rom-
ola, in the preparation and writing

of her biography of her husband.
(Matters were not made easier by
Mis Nijinsky's belief that a medium
could illuminate the darker pas-

sages of her still-living husband’s
life. The discoveries made by little

Bluebell, a spirit guide, were not,

Kirstein noted, of greatest import).

In London during the summer of

1933, Kirstein met George Balan-
chine, as the latter surveyed the

imminent collapse of his troupe. Les
Ballets 1933. Kirstein saw the possi-

bility of realising an ideal he
already held; the establishing of
classical ballet in America. By the

end of that year, Balanchine was in

New York, a school was opened,
and the first steps were made in the

creation of the School of American
Ballet and of a performing ensemble
which is today New York City Bal-

let. Kirstein, through Balanchine,
saw bow to make classic dancing
that was truly American, truly clas-

sic. and truly of its time.

To this ideal he devoted his ener-

gies. his knowledge, his prodigious

intellectual abilities, his private for-

tune. In the making of school and
company we may perceive the
essential selflessness that was cen-

tral to Kirstein’s nature. For all the

many other enterprises which he
inspired and guided; for all his work
promoting artists and sculptors
(Tchelichev; Elie Nadelman); for all

his writings (and his memoirs, his

histories and polemics about dance,
are vivid reading) Kirstein devoted
himself first and foremost to the
support of Balanchine's work. The
result was, from 1948, the New York
City Ballet, the instrument by
which the greatest choreographer of
the century made rlaagir ballet an
American art Without Kirstein this

would not have happened.
The Kirstein whom I knew and

revered over the years, and laughed
with (he had a wicked sense of
humour) was a figure of massive
scale, the grandly modelled head
brooding over the powerful body,
invariably dressed in black suit,

white shirt, black tie. He was
immensely kind, curious about
everything, loyal, a wonderful cor-

respondent full always of schemes
and plans to help and promote the

arts. His house, crowded with works
of ait, was an acute reflection of the
diversity and impeccable taste of

his artistic choices. In his later

years he derived profound joy from
his reception into the Catholic
church, and devoted his time
increasingly to writing. Mosaic,

published in 1994. is a fascinating

first volume of memoirs. He was
married to Fidelma Cadmus, sister

of the painter Paul Cadmus, who
pre-deceased him.
Writing about Igor Stravinsky,

Kirstein observed: “Stravinsky has
always resisted canonisation . . . His
mind is too active, restless, sharp,

to make comfort for a solid cult. An
acetylene torch is bright and cuts

steel, but it does not glow like a
domestic hearth.” They were true of

Stravinsky, and no less true of Kir-

stein. His memorial is not just the

New York City Ballet and its

School, nor the writings, dot the
careers of the artists whom he sup-

ported. It is in the fabric of Amer-
ica's artistic life, to which be gave
so much, and so nobly influenced.

Clement Crisp

The master
builder

• Andrew Clark talks to John Conklin,
America’s leading opera designer

I
magine a roomy apartment
on New York’s Upper West
side. At one end you have a
panoramic view of the Hud-
son River. At the other, the

prospect is even more absorbing.
Strewn around the breakfast table

are stage models, design artefacts

and sketches. John Conklin’s Hnwi*

Is inseparable from his workspace.
Conklin, 58, is the leading opera

designer in the US. This month he
has two shows opening on either

side of the Atlantic - both adapta-
tions of recent successes at GHm-
merglass. the thriving festival in
upstate New York where he has just

been appointed director of produc-

tions. L'mcoronazione di Poppea has
five performances at Brooklyn
Academy of Music starting next Sat-

urday. Don Giovanni begins a three-

month run at Stockholm’s Folko-

peran on January 33.

The lead-time for opera is such
that Conklin's mind is already cm
other tasks. His immediate preoccu-

pation is Gotierd&mmenmg, opening
at Chicago's Lyric Opera on March
9. Then he must get to grips with
Cavalli's Calisto and Jack Beeson's
Lizzie Barden for Glimmerglass in

the summer. He is also designing a
musical for San Diego: a stage

model for a backers' audition sits

on his bookcase. Conklin works fast

and thinks nothing of juggling sev-

. era! projects at once.
* Most US companies have a Conk-

lin production in their repertory.

His collage-tike, post-modern style

has proved less popular in Europe;

he has designed only one produc-

tion in the UK - ENO’s Tosco last

season, for which his Roman
abstractions made a striking back-

drop. Conklin's work may not

match the visionary quality of some
leading designers, but he is hard to

beat for solid professionalism.

He is also extremely prolific.

Some critics have accused of him
cranking out too much, because of

what they see as a “family resem-

blance" in his designs. Conklin

pleads guilty. Hauling out a drawer

of cast-offs from old stage models,

be spreads them over the table and
starts to identify each one; a piece

of panelling for the Met's I Lom-
bardi, an arch for Chicago's Tan-

crerii, a columned facade for a Faust

that never got done.

"The way I work is controver-

sial," he confides. “I have a reper-

tory company of model pieces

which I tend to recycle. A lot of

people think that's cheating - it

seems a bit derivative, like Fm can-

nibalising myself. They could be

right, but I’m not sure everyone

doesn't work that way."

Conklin sal’s that even when a set

is finished, he likes to play with
each element to see what it can do.
Tm a great fen of the accident -

the back of the piece instead of the
front the wrong piece of scenery
flourishing where you never expec-
ted. It’s a bit like a jigsaw. You use
them, interchange them, eliminate
them. I hate scenery that can only
be used a certain way.”
Conklin ban bad a gilded career.

He studied art history at Yale and
made \his first stage designs at
drama school. In the early 1960s he
spent two summers at Bayreuth,
where he was mesmerised by Wie-
land Wagner's “seemingly abstract
productions - but they weren't
emotionally abstract". Returning to

New York, he took what he calls

the “classical American route” of
assisting on Broadway in winter
and designing for spoken theatre in

summer. “That was my training -

ten years of summerstock theatre at

Williamstown, Massachusetts. We
did Shakespeare and Chekhov, all

very intense. Opera came later. I

now try to do both equally”

I
n that respect he is unusual,

because opera and theatre in

the US do not cros&fertflise

the way they do in Europe.

Conklin says the word “oper-

atic” Is viewed with disfavour in

American theatre circles. “It means
a kind of stupid excess, but also a
freedom and scale of emotion that

the US theatre lacks. A lot of it is

economic. Regional companies can’t

afford plays with big casts, so peo-

ple write far three characters and a
single set Hat’s (me reason why
Angels m America was such a huge
relief - it had bigness of scale, wild-

ness of expression.”

When he enters an opera bouse,

Conklin speaks as a man of the

theatre. He is notorious for his

absence on first nights, arguing
that current operatic practice

allows no development when a pro-

duction reaches the stage. “It’s

painful - you're not learning any-

thing you can do something about
Instead of it being a form of inter-

change between audience and stage,

the audience feel ‘they’re being

shown this thing
,
and they either

understand it or they don't In thea-

tre. the creative team stands behind

the audience, feeling it through

their eyes. You have a chance to

correct your mistakes. Opera should

wise up cm the preview system."

He is curiously ambivalent about

many of the works be has designed.

He regards La bohZme as “the great-

est opera ever written, but I can't

help mistrusting Puccini - so com-

pelling on the one hand and so

trashy on the other”. He has twice

designed The Ring, for San Fran-
cisco in the mid-1980s and now in

Chicago, but dismisses it as “one of

Wagner’s less interesting pieces".

Hindemith, whose Mathis der Mater
he designed for New York City

Opera last autumn, “had the dra-

matic instinct of a flea", and most
modem operas are “too intellectu-

ally worked-out - they're not writ-

ten by theatre animals”. His heroes

are Bernini and Handel, “the per-

fect combination of feeling and
theatre".

Conklin has reached the stage

where he can afford to be choosy.

He prefers directors who allow him
a “dramaturgical partnership":
Mark Lamos. Rhoda Levine, Jona-

than Miller and Francesca ZambeUo
top his list. “I like working with
people who don’t come with fixed

ideas of what they want, who use
the design process as a way of
working out ideas. That gives me a
chance to share in the total event,

instead of giving visual form to

the director has already for-

mulated. Theatre is an organic pro-

cess. it must be allowed to go off in

directions that are not planned.
There’s nothing more boring than
sitting down, planning an idea and
executing it”

Although he has no desire to

direct opera, his new role at Glim-

merglass gives him a major voice in

planning and production. He sees a
future in operatic adaptations on
fire lines of Peter Brook's Trag&Re
de Carmen, because “it’s a more
honest way of dealing with a direc-

tor’s concept We all want to coun-
teract the feeling of ‘museum
opera’, but if directors are unable to

shape the whole of Lucia coher-

ently, they should say this is our
meditation on Lucia'. That would be
better than doing something incom-
prehensible and telling the audience
they’re stupid. The audience is

sometimes right to say it’s wilful

nonsense."

On the other hand, Conklin does

not believe in giving the audience
explanations. He was intrigued by
the different interpretations given
to the Glimmerglass Don Giovanni,

in which Mozart's libertine spent

most of the performance in a wheel-

chair. “Someone said it was like be
had syphilis, which strikes me as
perfectly valid. But if Td said what
my intention was - which people

always want you to do - that imag-

ery would have been blocked. The
death of art Is when people are

made to feel that someone else - a

critic or an expert - has to interpret

it for them."
He says audiences need to be

challenged and mystified in ways
that lead into themselves. “I would
encourage them to perceive a stage

picture as something they’re free to

wander in like a wonderful dream,
with their own thoughts, feelings

and reactions. Yon don’t need to be
educated in Caspar David Friedrich

or Edward Hopper to do that If you
are familiar with Friedrich and Hop-
per, of course you’re going to wan-
der in a different way.”

Conklin’s experiences in the inti-

mate setting of have
nifldp him disenchanted with big US
opera houses. He says the Met has
the best technical back-up of any
theatre in the world, "but Fd rather

have $1,000 and work on Ulisse with
a wonderful director. When you
start your career, you need money
to show what you can do, but you
never have it When you're estab-

lished, you have the money but
don’t oeed it Building a set far an
audience of 4,000 may be interesting

and powerful, but it’s not quite the

essence. AD you need is a small

space, a few singers or actors, and a
little help from a director and
designer. The rest is a cover-up."

International

Arts
Guide

BERLIN
DANCE
Deutsche Oper Berlin

Tel: 49-30-3438401 .

* Onegin: a choreography by John

Cranko to music by Tchaikovsky/

Stolre. Conducted by Peter Ernst

Lassen, performed by the Ballett

Deutsche Oper Berlin- Soloists
_

include Raffaella Renzi.

Ferrari and Franck Balbi; 7.30pm.

!5?ra49-30-2510m
( Mozart

Conducted by

lagel. performed by the

unter den Linden,

lude Laura Aikm. Roman

»ar Undskog: 8pm; Jan

4pm), 15

>nn

sr on the Root);

ad by Hansgeorg

ad by the Oper

German). Soloists

indude C. Schreiber. K.

Bellinghausen and J. Kommuflen
8pm; Jan 12

BOSTON
CONCERT
New England Conservatory -

Jordan Han Tel: 1-617-262-1120

• Stephen Drury: the pianist

performs works by R. Schumann.

Debussy. Hyfa, Cage and De Falla:

8pm; Jan 11

CHICAGO
EXHIBITION
Terra Museum of American Ait

Tel: 1-312-664-3939

• Across Continents and Cultures:

The Art and Life of Henry Ossawa

Tanner: this exhibition of

approximately 65 works presents an

overview of the artist's life and work.

The display includes seascapes and

Images of animals and

African-American life; from Jan 13 to

Apr 28

COLOGNE
THEATRE
SchauspieBtaus & West-end-

Theater Tot 49-221-2218400

• Die Hose: by Carl Stemheim.

Directed by Torsten Fischer and

performed by the Kfilner Theater.

The cast Includes Alexander Grill,

Gunda Aurich and Elfi Garden. This

performance is part of a project In

combination with the world premiere

of Wftfried Happens ‘Mordslust";

7.30pm; Jan 12. 14, 16

• Mordslust by Wiflned Happel.

Directed by Torsten Fischer and

performed by the Kfllner Theater.

The cast includes Alexander Grill.

Susanne Barth and Markus Gertken;

7.30pm; Jan 13, 15, 18

DRESDEN
DANCE
S&chsische Staatsoper Dresden
Tel: 49-351-49110
• Rot und Schwarz; a
choreography by Uwe SchoJz to

music by Berlioz, performed by the

B^Iett Dresden; 7pm; Jan 10

DUBLIN
CONCERT
National Concert Hall - Geoferas
NOstinta Tel: 353-1-671 1533

• National Symphony Orchestra:

with conductor Kasper de Roo,

flutist William Dowdall, oboist

Matthew Manning, bassoonist

Michael Jones and hon>player
Lesley Blsshop perform works by

Ketting, Mozart and Shostakovich;

8pm; Jan 12

GLASGOW
CONCERT
Glasgow Royal Concert Hall

Tel: 44-141-3326633

• Royal Scottish National

Orchestra: with conductor Walter

Waller and mezzo-soprano Irina

Tchistjakov perform woks by

Debussy, Mahler and Prokofiev;

7.30pm; Jan 11

HAMBURG
CONCERT
MusSchaHe Hambtrg
Tel: 49-40-346920
• Gyprien Ketsaris: the pianist

performs works by J.S. Bach,

Cimaroea. Chopin, Liszt and

Faure; 7.30pm; Jan 1 0
OPERA & OPERETTA
Hamburgische Staatsoper
Teh 49-40-351721
• n Barblere di Siviglia: by Rossini.

Conducted by Ivan Tdrzs, performed

by the Hamburg Oper. Soloists

include Richard Croft, Reinhard Dom
and Heilen Kwon; 7.30pm; Jan 12

HELSINKI
OPERA & OPERETTA
Opera House Teh 358-0-403021

• Carmen: by Bizet Conducted by
David Stem and performed by the

Finnish National Opera. Soloists

include Peter Lindroos, Ning Liang

and Rail! Viljakainen; 7pm; Jan 10,

12, 14 (2pm)

LEIPZIG
CONCERT
Thomaskirche Teh 49-341-12700

• Weihnachteoratorium (Part 4-6):

by J.S. Bach. Performed by the

Gewandhausorohester and
'

Thomanerchor with conductor Georg
Christoph Biller. Soloists include

soprano V. Hruba-Freiberger and
alto R. Lang; 7.30pm; Jan 10
OPERA & OPERETTA
Oper Leipzig TeL- 49-341-1261261

• Die Zauberfldte: by Mozart
Conducted by Jin' Kout and
performed by the Oper Leipzig and
the Gewandhausorohester. Soloists

include Gertrud Hoffstedt Oarry
Batha and Sangho Choi; 7.30pm;
Jan 12

LONDON
CONCERT
Ufigmore HaD Tel: 44-171-9352141
• Lindsay Quartet perform string

quartets by Beethoven; 7.30pm; Jan
10. 12
THEATRE
Ofivier Theatre TeL* 44-171-9282252
• Mother Courage and her

Children: by Brecht, in a new version

by Hare. Directed by Jonathan Kent
and performed by the Royal National

Theatre. The cast includes Diana
Rlgg, Edward Clayton and John
Bluthal; 7.15pm; Jan 12, 13 (also

2pm)

MADRID
CONCERT
FundacwSn Juan March
Tel: 34-1-4354240
• Coro Santo Tomas de Aquino:

with conductor Mariano Alfonso and
organ-player Javier Rada perform

works by Bruckner; 7.30pm; Jan 10

MILAN
THEATRE
Teatro Cancano TeL 39-2-55181377

• Twelfth Night by Shakespeare.
Directed by Enrtio Cohort' and
performed by Kaos (in Italian). The
cast includes Renzo Montagnani and
Fno CoQzzI; Tue - Sat 9pm, Sun
3.30pm; from Jan 9 to Jan 21 (not

Mon)

NEW YORK
CONCERT
Alice Tufly Hafl TeL 1-212-875-5050

• Great performers at Lincoln

Center pianist Emanuel Ax performs
works by Schubert, Copland,
Brahms and Chopin; 2pm; Jan 14
OPERA 4 OPERETTA
Metropolitan Opera House
Tel: 1-212-362-6000
• Turandot by Puccini. Conducted

by Neilo Sarrti, performed by the
Metropolitan Opera. Soloists Include

Ghena Dimitrova, Veronica Viltaroel

and Michael Sylvester 8pm; Jan 12,

15

PARIS
CONCERT
Salle Pleyel Teh 33-1 45 61 53 00
• Bn deutsches Requiem: by
Brahms. Performed by the Orchestra
Cotonne and the Vittoria

d’lle-de-France Choir with conductor
Michel Piquemal; 9pm; Jan 12
Th6&lre des Chanips-Elys6es
Tel: 33-1 49 52 50 50
• Orchestra National de Lille: with

conductor Jaan-Clauda Casadesus
and bass Simon Estes perform

works by Wagner; 8.30pm; Jan 11

STOCKHOLM
DANCE
Kungfiga Teatem - Royal Swed&h
Opera House Tel: 46-8-7914300
• The Nutcracker: a choreography

by Pflr isberg to music by
Tchaikovsky, performed by the ballet

of the Royal Swedish Opera House.
Soloists Include Jens Rosdn, Ann
Brattsefius (Jan 10) and Nathalie

Perriraz (Jan 13); 7.30pnr. Jan 10, 13
(9pm)

VIENNA
CONCERT
Konzerthaus Tel: 43-1-7121211

• Finnish Radio Symphony
Orchestra: with conductor
Jukka-Pekka Saraste and pianist

Alexander Toradze perform works by
Sibelius, Prokofiev, Dutffleux and
Ravel; 7.30pm; Jan 12

WORLD SERVICE
BBC for Europe can be
received in western Europe
on Medium Wave 648 kHZ
(463m)

EUROPEAN CABLE
AND SATELLITE
BUSINESS TV
(Central European Time)

MONDAY TO FRIDAY

NBC/Super Channel:

07.00

FT Business Morning

10.00

European Money W?ee/
Nonstop live coverage until

14.00 of European
business and the financial

markets

-17.30

Financial Timas Business

Tonight

Midnight

Financial Times Business
Tonight



IS FINANCIAL TIMES MONDAY JANUARY 8 1996

COMMENT & ANALYSIS

Michael Prowse • America

Confucius rules
America will enjoy an economic lead over Asia for decades,

but it could learn valuable social lessons from the region

The US has long regarded
itself as a natural role model
for other countries. For most
of its history it has offered a

seemingly unbeatable mixture
of personal freedom and mate-
rial abundance. But its status

as a rale model is now being
challenged - not by sclerotic

Europe, but by east Asia, a
region that has enjoyed
annual per capita economic
growth in excess of 5 per cent

for the past three decades. If

growth were randomly distrib-

uted. there is roughly one
chance in 10,000 that success
would have been so regionally

concentrated, the World Bank
says.

Asian leaders are quick to

emphasise that their model of

development has social as
well as economic advantages.

Many believe that Americans
are “too free for their own
good". Lee Kuan Yew. the for-

mer prime minister of Singa-

pore and architect of its eco-

nomic transformation, was
blunt in a 1994 interview with
the journal Foreign Affairs.

Speaking of American society,

be said: “I find parts of it

totally unacceptable: guns,
drugs. violent crime,
vagrancy, unbecoming behav-
iour in public - in sum the

breakdown of civil society.
1'

Many Americans would
retort that Singapore's author-

itarianism is even more repre-

hensible. But they would have
to concede that the quality of
everyday life is impaired by
crime and other social pathol-

ogies. It is a sad fact that
many Americans are scared to
walk the streets near their

homes alter dark.

Is the US model of individu-

alistic capitalism likely to be
superseded in the 21st century

by a brand of Asian communi -

tarianism that offers social

cohesion as well as economic
dynamism?

In narrow economic terms,

the US probably has little to

fear. Claims in the late 1980s

that Japan and the smaller
Asian “tigers" had found a
new elixir of growth based on
a strategic partnership
between government and

industry now seem naive.

Most experts agree that the

region's success mainly
reflects adherence to eco-

nomic fundamentals: unusu-
ally high rates of domestic
saving and Investment, a

strung commitment to educa-
tion, and prudent fiscal and
monetary policies. In a 1993
study the World Bank con-
cluded that Asian experiments
with industrial policies were
mostly a failure.

Some US economists would
go further. Paul Krugman of

Stanford University has made
himself unpopular in Asian
capitals by arguing that the

region's explosive growth
reflects growth of inputs
rather than improvements in

efficiency.

Between 1966 and 1990 Sing-

apore enjoyed annual per cap-

ita growth of 6.6 per cent,

equivalent to a doubling of liv-

ing standards every decade.
But over this period, the
employed share of the popula-
tion rose from 27 per cent to

51 per cent; investment as a
percentage of national income
rose from 11 per cent to more
than 40 per emit, and educa-
tional standards were sharply
improved. Increases in inputs

of this magnitude are unre-
peatable; Singapore (and other
Asian economies) are thus
likely to grow less rapidly
over the next 30 years.

As if to confirm thin thesis,

Japan's growth rate has

The virtue of thrift

slowed (and not just during

the recent slump) as its hying
standards have begun to

approach those of the US. This

is not surprising: it is easier to

“catch up" by copying other

people's technology than to

blaze a new trail of one’s

own.
But while likely to remain

economically pre-eminent for

decades to come, the US stm
has plenty to learn from Asia,

which benefits enormously
from its Confucian cultural

heritage. Earlier this century
western scholars, such as the
sociologist Max Weber, tended

to blame Confucius for Asia's

economic backwardness.
The Chinese sage - who

lived 2.500 years ago - was as
hostile to the profit motive as

the ancient Greeks. But other

aspects of his teaching have
stood Asia in good stead. The
region's astonishing commit-
ment to investment in

“human capital" is a direct

reflection of his stress on the

importance of scholarship and
learning, which has no paral-

lel in western culture.

Perhaps even more impor-
tant is the emphasis the Con-
fucian tradition places on fil-

ial piety and respect for
family The fundamental dif-

ference between Asian and
western concepts of society.

Lee Kuan Yew told Foreign
Affairs, “is that eastern societ-

ies believe the individual
exists in the context of his

GDP growth
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family. He is not pristine and
separate: The family is part of
the extended family, and then
friends and the wider society.

The ruler or the government
does not try to provide for a
person what the family best

provides."

This is indeed a fundamen-
tal point. A case could be
made that all of the US's (and

perhaps Europe's) most intrac-

table social problems reflect

the fragility of the family.
Because Asian nations have
been able to rely on family
members' Confucian sense of

responsibility for each other,

they have not needed to create

tax-funded welfare states on
the scale familiar fa the west
This has been a twin bless-

ing. Asian nations have
enjoyed much lower levels of

taxes and public spending.
And since families have had
to shoulder welfare burdens,
personal savings rates have
also been far higher. Family
cohesion, meanwhile, has
helped Asia to avoid the worst
excesses of American inner-

city violence and depravity,
which are widely seen as
linked to the sharp rise in the
proportion of children raised

without fathers.

From a US perspective the

advantages of Asian culture
are seriously diminished by
Its authoritarianism. This, too,

is a legacy of Confucian
thought which saw the rela-

tionship between government
and the people as akin to that
between a master and pupiL
The ruler is not responsible

for the people’s material wel-

fare, but he is expected to

instruct and mould than.
There is no prospect - nor

should there be - of the US
retreating from its commit-
ment to individual liberties.

But its society would benefit

greatly if people could be
encouraged, voluntarily, to
adopt many of Confucius's
maxims. I fear, however, that
none of this year’s presiden-

tial candidates is likely to run
on a Confucian platform of

moral self-improvement, love

of learning, respect for family
,

and thrift.
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Turkey needs to seek growth based on
traditional Moslem system of values
From Randhir Singh Bams,

Sir. In his article “An
identity crisis" (January 3),

Edward Mortimer rightly

identifies ethnic nationalism as
the likely cause of

socioeconomic disruption in

Turkey.

However. real
problem is not ethnic

nationalism but Islamic

fundamentalism, which is

affecting virtually every
country in the Moslem world.

With the collapse of

communism, an ideological

vacuum has come into play in

Moslem countries, which is

being filled by Islamic

fundamentalism
Lack of economic

development coupled with the
west's biased perception and

the Palestinian issue is

pushing more and more young
Moslems into the quagmire of
Islamic radicalism.

ifiiamip fundamentalism,
however, can be contained, as

Malaysia and Indonesia have

.

successfully demonstrated, by
developing an economic
system based on indigenous
social and cultural values. In
other words, economic growth
driven by, not opposed to,

traditional Moslem
value-systems. Such growth
would not rally prevent the
atomisation of society, but also
marginalise the religious

hamper the growth of Islamic

fandamentahsm hi Tnrfcey .

HamlMr Stngfa Raiim,

34 Shore Boad,
Gants Hill

,

: IG2 GTG, UK

The current economic model
which tends to imitate the

West almost verbatim, is

bound to help rather than

From A-D. Hoadley.

Sir, In your news item about
the Turkish elections (“Fear of

Islam unites Turkish political

rivals”, December 27), one
phrase stood out in the context

of the year-end contemplation

of the workings of British

parliamentary democracy.
"There are deeper doubts,

too, about the long-term

dangers of exclusion from
power of a political movement
which is backed by more than

a fifth of the population.

.

In the 1983, 1987 and 1992 UK
general elections the Liberal/

SDP or Liberal Democrats
received 25.4 per cent, 22.6 per

cent and 173 per cent of the

vote respectively, reflected by

3.5 per cent, 3.4 per cent and
3.1 per cent of the seats.

In Turkey, at least the Refah
party's 2L32 per cent of the

votes gave it 217 per cent of

the seats.

May I suggest that the
British electoral system
deserves our serious concern
regarding the long-term

dangers which it breeds.

AT). Hoadley,

16 Warren Lane,
Friston,
Eastbourne,

East Sussex BN20 0EL,
TIK

Irony ofwhy Emu could
hinder aim of preserving
European peace
From Mr Paul Craven.

Sir, Philip Stephens
(“Beyond Madrid”, December
15) suggests that British

Eurosceptics are “entirely

oblivious of history” as “the

Bonn-Paris axis guarantees
British as well as European
security". In writing this, he is

sustaining a myth that Tu»«»

been propagated since the fall

of the Berlin Wall.

There is no-one who doubts
that peace and stability within
Europe are both more likely if

France and Germany are on
good terms. What one might
question, however, is whether
this provides, and has
provided, a guarantee.

Even the most enthusiastic

supporters of Franco-German
integration would surely agree
that the cold war era was
hardly a time that could be
described as a period of

“European security",

particularly if one considers

the totalitarian regimes of

eastern Europe and the

tensions in a divided Berlin.

In addition, it was only the

presence ofNato forces

(including a large US presence)
and their nuclear deterrent
that, in the final analysis,

prevented the Iron Curtain
from sweeping farther west

Peace has been preserved in

western Europe because it has
been strong and free; strong

enough to face up to the threat

Of H/Ymrenmigm- a«l free in the
sense that truly democratic
countries (with legitimate,

accountable rmHnruil

assemblies and full

enfranchisement) have never
gone to war against each other.

Ever-closer ties between
France and Germany,
including a Hmgia currency,

may threaten key elements of

their respective democratic
systems.

Ironically, therefore. Emu
could actually hinder, rather

than help, the commendable
aim of preserving European
peace.

Paul Craven,

20 Quartermile Road,
Goldarning,
Surrey GU7 1TG,
UK

Separate listing proposal
should be condemned
From Sir Peter Waiters.

Sir, We should have always
expected that regulation of the

UK’s privatised industries

would evolve. However the

suggestion from Ofwat, the

water industry regulator
(Letters, December 29). that a
regulated utility subsidiary

should be partially listed

following a takeover made by
its parent suggests that the

evolutionary process is going
seriously wrong:
This precedent, if it were

allowed, would substantially

reduce the threat of takeover
for all privatised entities. At
the Mm* time, it would create
large economic units which
were neither controlled by
their majority shareholders
nor by the minority. In such an
environment +Vi» dead hand of

complacency flourishes.

This would have the effect of

acting against customers’
interests. Much better to

encourage efficient

management to seek new ways
of reducing costs and utilising

assets more effectively. These
efficiencies can then be passed
on to benefit both customers
and shareholders in due

course. Certainly this needs to

occur in a strong regulatory

framework to prevent

monopoly abuse but regulators

appear to have these powers
already. This requires

management to make its

choices and be judged by the

consequences. No doubt there

will be winners and losers.

However, in a global

economy where privatisations

and private finance initiatives

are growing rapidly, the gains
for the winners and the British

economy are potentially large.

The losers will be taken over
or lose their jobs, as they
deserve. This is how the

market expects to work and
what investors were led to

believe at privatisation.

This precedent if allowed,

would have deeply negative

implications for the entire

privatisation process both past
pnd future. Politicians and
shareholders should take note

and condemn this idea to the

evolutionary dustbin before it

gains a foothold

Peter Walters.

64 Chester Square,
London SW1W 9EA, UK

Subtle and psychological factors in the real cost of an asset
From Mr Neil Cummins.

Sir I would like to comment
on Samuel Brittan's article an
rational choice (“Glad tidings

of dearjoy", December 16/17).

The article uses a wine
example (a case of 1982

Bordeaux bought for $20. now
worth $75) to examine the

perceived cost of both giving a
bottle away, and dropping a
bottle. The point is made that

in both situations the “correct”

rational answer is $75 (the

opportunity cost).

If you drop a bottle that is

worth $75, the “correct" cost to

the individual is $75. The bottle

has been destroyed, it is of no
use whatsoever.

There is, however, a subtie

difference between the costs of
accidentally destroying an
asset and giving it away. To
assume that individuals only
gain pleasure from
self-indulgence, especially

writing at Cbristmas, is very
harsh. Many people enjoy
giving, and believe that “to

give is better than to receive".

We only need to look at the
huge amount of money
donated to charities to see this.

Thus there will be a
“feelgood effect” (FGE) of

giving the wine away that will

partially offset the cost The
money cost of giving is still

$75. but the overall cost ot

giving will be S75-FGE. The
recipient (friend, relative or
colleague) will be able to enjoy
the wine, and thus total social

welfare will be higher than if

the bottle was dropped. The
donor may also benefit in real

terms at a later date - the

recipient may return a gift.

I am sure that a millionaire

would feel happier giving

$5J)00 to charity than he/she
would burning $5,000 by
mistake. Again, the cost of

giving is less than the cost of

destroying, despite identical

opportunity costs.

This care for fallow man
makes the “rational” cost of

dropping a bottle greater than

the cost of giving that bottle

away. There are positive

benefits of giving both to the

individual and to society as a
whole (through an actual

pareto improvement over
dropping the bottle). It is

incorrect to assume that the
costs of the two actions are the

same, accurate costs include
psychological costs- The key to

rational derision making is to

look at all effects and not just
money.

Neil Cummins,
Exeter University,

A105, Nash Grove,
Clydesdale Road,
Exeter EX4 4QZ. UK

Personal View - Michael Cassidy

A City marketing challenge
Co-ordination is

vital if London is

to be promoted
successfully as a
financial centre

The past year
was one of
considerable
achievement
for London as a

world financial

centre. The City consolidated

its position as Europe's leading

business centre. It attracted
significant investment from
continental European banks,
including Deutsche Bank of
Germany and ABN Amro Bank
of the Netherlands. And it

underlined its strength in for-

eign exchange dealing: about a
third of world turnover is now
traded through London; more
D-Marks are traded here than
in Frankfurt.

But 1995 also witnessed a
keen debate about how best to

develop a co-ordinated market-
ing strategy for the City. In

July, the chancellor estab-
lished a City promotion panel
of senior figures such as Mr
Howard Davies. Bank of
England deputy governor, Sir

Brian Pearse. chairman of Brit-

ish Invisibles, and representa-
tives from three overseas
banks,

Mr Clarke's panel has not
yet shown what it is capable
of, although promoting the
UK's privatisation skills in

South America - as the chan-
cellor is now doing - plays to

one of the City's great
strengths. Next month a Trea-

sury minister is expected to

appear before City representa-

tives to discuss the panel's

remit
But the creation of the panel

raises questions about bow to

coordinate the work of differ-

ent bodies such as the Trea-

sury, the Bank of England and
the Corporation of London
with a vested interest in Lon-
don's continued success.

Some argue - wrongly, in

my view - that no co-ordina-

tion is required. They say that

the City best sells itself

through its own successes and
that none of the main prospec-

tive participants would con-
sent to pool their efforts.

But there is a danger that

the disparate efforts of those
interested in the success of the

City might confuse the very
people they are trying to

impress. There are two levels

at which this problem needs to

be addressed.

First, there is the question of

how the City positions itself to

take advantage of market
opportunities. This requires

There is a danger

that the disparate

efforts of those

interested in

the success of

the Gty might

confuse the very

people they are

trying to impress

decision-makers to take a posi-

tion on issues such as Europe-
wide financial services regula-

tion and whether the UK
should participate in a single

European currency and sign,

up to the social chapter of the

Maastricht treaty.

In these areas, a diversity of
contributions is helpfuL They
are issues on which views are

often sharply divided. It might
be counterproductive to have
one particular solution pro-
moted by a single body which
other participants are corralled

into accepting:

Serious research and careful
analysis are more likely to pro-

duce a consensus than the
efforts of a super City body
charged with formulating an
overall “City view”.
Under the Japanese system,

a position would probably be
imposed by the Ministry of
Finance. In France, this role

would be played by the Trea-

sury- But in the UK. the prolif-

eration of representative
organisations, such as trade
bodies and exchange authori-

ties, makes it possible to

develop a flexible response.
Co-ordination of the City's

marketing effort, however, is a
wholly different matter. It

needs energy rather than
insight. And. if it reduces the
present duplication of effort, it

is in everyone's interests.

The current lack of liaison

between many of those
employed in promoting UK
financial services overseas has
sometimes meant that two or

more City organisations have
visited a given financial centre

within weeks, or even days, of

each other. This has caused
dismay and confusion

among those being contacted.

Improvements are also nec-

essary in other areas. For
example, publications promo-
ting the City need to be jointly

prepared, giving an agreed gen-
eral message and using com-
mon - and up-to-date - statis-

tics. Finally, a list of
individuals, willing to com-
ment on City issues in the
print and electronic media,
needs to be organised. This
would help to ensure a coher-

ent and up-to-the-minute
response to fast-moving events
from someone who is actually

in the thick d the action.

This sort of marketing co-

ordination requires a commit-
ment of resources, a team of
knowledgeable people and a

centra] organisation prepared
to work consistently over a

long period to achieve the
desired objectives. It is a job
which the Corporation of Lon-
don would be well-suited to -

and well-placed to undertake.

As the City’s local authority,

the corporation benefits from
close, but objective, contact
with the square mile's business
community and has a proven
ability to deliver results. It is

not a regulator and there
would therefore be no potential
conflict of Interest between the
rote of watchdog and the task
of promoting London.
By the end of the decade. I

expect there to be only one
global centre of international

finance. A co-ordinated - and
well-resourced - marketing
strategy can help to ensure
that centre is London.

The author is chairman of the
policy and resources committee
ofthe Corporation of London
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Way forward
in Mexico

A year ago, Mexico was in the
early throes of a financial crisis,

the harsh consequences of which
will be felt for years. The Mexican
economy may already be on the
road to recovery

,
if a slow and

uncertain one. But the credibility

of the government, undermined by
economic disaster and the scan-
dals surrounding the previous
administration, will take longer to
restore than the economy.
Mexicans naturally blame the

government of President Ernesto
Zedillo for its part in botching last

December's devaluation. Since
then the economy has contracted
by 7 per cent, unemployment has
risen sharply and a substantial
part of the hanking system has
been bailed out by the govern-
ment Default was avoided only by
a $38bn US-led rescue package.
Even now investors have still to

be convinced of the government's
resolve. But the administration
deserves credit for avoiding popu-
list responses. The pursuit of tight

fiscal and monetary policies is the
best hope for restoring growth.
Yet it is not enough simply to

impose macroeconomic order. The
slow growth that preceded the
devaluation was an indication
that much more needed to be done
to address the structural deficien-

cies of the economy. At the same
time, political assassinations, cor-

ruption and drugs scandals, the

Chiapas guerrilla movement and
the widespread dissatisfaction

with the electoral process under-
line the need for political reform.

Mr Zedillo has to managw a tran-

sition to democracy perhaps less

dramatic than those in the former
communist bloc but at least as
difficult as the shift from military

dictatorship to democracy in

Chile. This means breaking the
stranglehold of the Institutional

Revolutionary Party on power and
providing a level playing field for

all political parties in elections.

Pervasive corruption
It includes, too, setting rules to

avoid future large-scale corruption

and may mean making an exam-
ple of the most egregious law
breakers of the past, while remem-
bering that transitions to democ-

'

racy normally require amnesties

for some transgressors. The perva-

sive corruption must be reduced,
because it has ensured that the
deregulation of the economy has
achieved less than it aTinnW

Although corruption provides a
link between economic and politi-

cal reform, it would be naive to

pretend the latter always makpg
the former easier. Political legiti-

macy is a necessary condition for
the economic reforms needed to
modernise the economy. But

'

reforming the body politic will

;

also raise obstacles to change.

Rubber stamp
Powerful forces will see their

interests threatened. The Mexican
Congress, once an obedient rubber
stamp for the administration, is

likely to become more obstructive.
Congress has already diluted some
government legislation, for exam-
ple, its recent proposal for social

security and pension fund reform.
It is possible that other needed
reforms, privatisations for exam-
ple. will be rejected.

Yet the political changes are
economically essential. Mexico's
recent governments have been all

too friendly to big business, but
much of the dynamism of modem
economies is in small and medi-
um-sized companies, many
involved in the services sector.

Since they lack the political clout

of their big brothers, these busi-

nesses must be freed from the
dead hand of local regulation and
corruption. The government has
identified the corrupt legal system
as a proper area for reform.

Fortunately, not everything
depends on securing these difficult

political changes. The sharp rise

in Mexiran exports this year is

testimony to the depth of the

recession restraining domestic
demand. But it also reveals the

strengths of the more competitive

Mexican companies that have
emerged in the last decade.

That the government has pur-

sued political dialogue with oppo-

sition parties, and has moved
ahead with modernising the econ-

omy, while pursuing macroeco-
nomic stability, is to its credit

But the recent setback has been
profound. The

.

government must
realise that 'are rfrbWTrie-'

~

less. Nothing will do except sus-

tained and determined action.

New frontiers

in Japan
Friday's resignation of Japanese

Prime Minister Tomiichi Muray-

ama might have attracted rather

less attention, had it not been pre-

mature. Mr Murayama was expec-

ted to resign in the spring any-

way. But his decision to go early

has prompted demands for an elec-

tion which, though unlikely to be

met immediately, reinforce the

sense that Japan's political devel-

opment has reached a milestone.

The days of factional money pol-

itics, when the Liberal Democratic

party held seemingly unchallenga-

ble sway, have long since gone.

But the experience of Mr Muraya-

ma's awkward coalition of social-

ists and conservatives was as sad

as the timing of his departure was
surprising. From its bungled

response to the Kobe earthquake,

the government lurched to its

half-hearted apology for Japanese

atrocities during the second world

war, and finally to the most recent

controversy over using public

funds to rescue bankrupt housing

lenders. Japan has still not found

a satisfactory alternative to its old

pork-barrel style.

The waning importance of

Japan's celebrated bureaucracy

means the civil servants are no

longer much help in providing

continuity. The resignation last

month of Mr Kyosuke Shinozawa,

the top finance ministry official,

over his ministry's handling of the

financial crisis confirms that the

bureaucrats who once held aston-

ishing power no longer reign

supreme. It came almost exactly a

year after a series of resignations

at the top of the Ministry of Inter-

national Trade and Industry, cast-

ing doubt on a department fradi-

tionally revered as the architect of

Japan's industrial strength-

Something new
Into this vacuum comes some-

thing new for Japan: the notion

that politicians can and should

stand for clearly defined pobdra

and make it their business to sen

them to the electorate. Mr Ryutaro

Hashimoto. who is due to be

endorsed today by leaders of the

three ruling coalition parties as

Mr Murayama's successor, and Mr

Ichiro Ozawa, his main opponent

of the New Frontier Party, can no

longer advance their causes D>

dispensing and receiving favours

in the smoke-filled rooms of the

LDP. A long scries of party

scandals has put paid to that.

Instead they must lead from the

front Both reflect the more
nationalist tone of Japanese opin-

!

ion. Mr Ozawa offers a programme
]

of fiscal rectitude with greater de-

regulation and competition. Mr

'

Hashimoto stresses pump-priming
to restart growth. One can discern

in this the nucleus of an eventual

two-party system, offering real

choice to voters. In the first

instance Mr Hashimoto is likely to

ensure, with a radical cabinet re-

shuffle. that the LDP retains a

tight grip on power. This will

serve to sharpen his own political

message.

Pitfalls aplenty

The progress to open, mature
democracy has a long way still to

go. There are pitfalls aplenty. A
political system which pays atten-

tion to public opinion is harder to

manage than one which defers to

the financial interests of its elite

and to the pragmatic objectives of

faceless bureaucrats.

The row over the bousing lend-

ers’ rescue represents only part of

the challenge. With more open

politics Japan could become dis-

tinctly less malleable on the inter-

national stage. The alliance with

the US, which is crucial to the

regional balance of power, could

be harder to maintain if public

opinion rejected further conces-

sions on trade, and turned increas-
i

ingly sceptical ova: the desirabil-

ity of US bases on Okinawa.

The task facing Japan’s future
;

political leadership is daunting. At

home it must find a way of reviv-
]

ing economic growth, while pres-

,

erring the resources to provide for

an ageing population. Abroad it
i

must play a constructive role in

Asia-Pacific security, balancing

China's growing power without

hoiwp seen as a threat to others.

What is needed is real states-

manship of the kind that under-

stands how to mould and steer

public debate as well as merely

reacting to it

The hope must be that as they

adapt to the new political reality.

Mr Hashimoto and Mr Ozawa

learn to provide such leadership

from their respective corners.

Only when Japan’s democracy is

both vibrant and transparent will

it be able to play a role in world

affaire that rightly reflects its sub-

stantial economic strength.

Depositors take centre stage
New Zealand has broken with the traditional approach to regulation
by relying on markets to discipline banks, says Peter Montagnon

I
n recent years New Zealand
has become renowned for

pioneering economic and
political reforms that have
boosted its competitiveness.

The country has been most radi-

cal in its public finances, where a

unique system of fiscal accounting

requires the government to produce

a regular balance sheet setting out

its net wrath. New Zealand also has

an independent central bank,
headed by a governor who can be
sacked for failing to meet Inflation

targets.

Now the process of change is

reaching the country's hanking sys-

tem, with the introduction this

month of a new system erf regula-

tion tbat will rely on the markets to

'discipline the bdnks rather than a
government regulator.

The new system, which has been
three years in preparation, will

require the banks to make detailed

quarterly statements about their

activities to the Reserve Bank, the
supervisor. Each bank will have to

display a two-page summary of this

in every branch to allow depositors

to decide whether the institution is

trustworthy. It will then be up to

the customers rather than the
Reserve Bank as supervisor to

decide whether they are sound
enough to remain in business.

This is a radical departure from
the traditional rules agreed under
the aegis of the Bank far Interna-

tional Settlements whereby civil

servants are responsible for moni-
toring a bank’s health. Though the

Reserve Bank has a residual respon-

sibility for protecting the system, it

wQl not bail out a bank that gets

into trouble. And if depositors lose

money In the process, that is tough

luck on them too.

Already the new system has
caught the attention of other regu-

lators and central banks, partly

because it seems to get round the

age-old problem of moral hazard
that besets the traditional

approach. If the authorities will res-

cue any bank that is threatened
with collapse, there is little incen-

tive for managers to rein in risks.

Moreover, supervisors cannot be
blamed for not noticing if things are
starting to go wrong.
New Zealand's system puts the

anus on directors to ensure their

institution Is sound. They are
required to confirm publicly tbat a
hank has adequate systems to moni-
tor and control risk. Directors who
are shown to have been negligent in

checking this may be sued by
aggrieved creditors of a failed insti-

tution.

According to Mr Don Brash, gov-

ernor of the Reserve Bank and one
of the architects of the new system,

this is the nub of the whole idea.

Conventional supervision did not
prevent the recent losses at Daiwa
Bank which built up over 11 years.

And with Barings, the fatal build-up

of liabilities happened so fast that

even quarterly reporting would not
have spotted the problem.

In cases such as Barings and
Daiwa, however, it was faulty inter-

nal control systems that were at the

root of the problem. Mr Brash
argues tbat only the directors are in

a position to establish robust
systems to monitor the business
and avoid such losses. The circum-

stances under which the losses were
able to arise might not have
occurred had they asked the right

questions - for example over
whether responsibilities for trading

and settlement had been separated.

But this argument presumes that

independent directors will have
more expertise in probing control

systems than professional bank
supervisors.

“It’s very hard for independent

directors to understand and moni-
tor the risks," says Sir John Ander-
son, chief executive of National
Bank, a Lloyds Rank subsidiary.

“You’d wonder why anyone
would want to be one," adds Mr
Chris Moore, hanking professor at

Massey University in Palmerston
North.
Bankers alsn fear that their quar-

terly reports may be open to misin-

terpretation - for example, large

seasonal fluctuations in profitabil-

ity could jeopardise confidence
unnecessarily. And the reports may
undermine commercial confidential-

ity. because analysts would be able

to guess which borrowers had run
up particularly large debts.

Another worry has been over-,

disclosure of so-called market risk -

for example, a hank’s exposure
through the derivative markets to

sudden changes in interest rates.

Failure to agree on a disclosure for-

mat for market risk means this part

of the reform will only enter force

in July.

M r Simon Carlaw,
executive director

of the New Zealand
Bankers’ Associa-
tion, says there is

“considerable scepticism" over
whether any formula can be devised

that means anything to the public
and still does not damage an indi-

vidual bank’s competitive position.

For Mr Brash, however, the
change is an opportunity to upgrade
bank boards and weed out directors

who are not properly qualified.

“Well have smaller hank boards in

future and probably somewhat bet-

ter paid directors."

He is also quick to defend the

scheme against other criticisms.

Traditional supervisors worry that

there will be less opportunity for

assessing the quality of a bank’s

Not so
still waters
UK fisheries minister Tony

Baldry, who has angered. Cornish

trawlermen by allowing Spanish

and Portuguese fleets ihtotiie

much disputed “Irish Box” waters
between western England and
Ireland, might coinaidffl

line.

A robuststance certainly doesn't

seem to have harmed the career

prospects of his nanariiart

counterpart, Brian Tobm,who was
also a Ktti&notlced junior minister

until hepiloted Ottawa’s

strategy in last spring's North

Atlantic turbot war”.
" Haring ordered the seizure of a

Spanish vessel on the high seas.

Tfcfoto then engineered what must
be every fishery mbniBb&’s dream
photo<®portunitty by displaying

the trawler's illegal nets outside

the United Nations building in

New York.
• The spunky Newfoundlander,

who started working life afi.a

television repbrtavhasnot looked

back since. Todayhe is expected to

make himselfavaflable for election

as Newfaundtod*sjpremte When .

the present mcumbent. Glyde

Wells, steps down nextnHwth.

No other contenders are likely to

enter the ringagainst theman who
has becomeknown from coastto

' coast as “Captain Canada
-

.

Meanwhile, Tobin, 4L is actually

reckoned to have his eye cor a
bigger catch stffl.

Of course, if he really hopes to be

mime minister, he will need to

leam French. Then again, ifand
when his time comes, it could be
that he is Captain Canada, sans
Quebec.

Bedside manners
It is not just political feuds that

are clouding the air around the

bedside of Andreas Papandreou.

Jostling for attention on the

srxthfioor of the Onassekm
Cardiac Hospital, where the (freak

prime minister is recovering from
pMniwoniii, are the prime
minister’s wife, Dimitra

PapandreOU, his daughter

Sophia.

Sadly, Sophia is not on speaking
terms with her stepmother. Like
the Greek polffictms who are

trying to persuade Papandreou to

resign, she thinks that Dimitra

monopolises too much of the prime
minister’s rather limited visiting

time.

She also objects to Dimitra’s

efforts to assist recovery with
flasks of holy oil. Byzantine icons

and other bits of Orthodox
paraphernalia

So there was scant sympathy
when Dimitra collapsed last week,
suffering from what turns out to be
a boto ofhepatitis. With Dimitra
currently unable to visit her .

husband fra* risk of infection,
members ofFapandreou’s

PanheDenic Socialist Movement ..

also reckon they have a better

chance of getting him to step

dawn. But they want the requestto
come from the family.

George Papandreou, the prime
minister’s eldest son and the

- education minister, says he will try

in the nextfew days. Sophia will

no doubt be there too, standing
guard at the door.

Down and out
is wrfhino sacred? From the

start of this year, the BBC World
Service, beset by the exigencies of

its shrinking Foreign Office

budget, has axed broadcasts to

France.

Nowit emerges that It wifi be
soon on air m Auckland, New
Zealand - accompanied by two
minutes of commercials every
hour. Whatever will the radio

service’s hugely deddated
audience in fer-ftang corners of the

globe make of the trend?

Well, it is one such listener,

Chris Woodward, an Engiish-bom
businessman, who is responsible

for this nudge down the slippery

slope.

Devastated when the World
Service suddenly went off air in his

Auckland subrah,he approached
the BBC, who kept promising the

service would be back. Except
nothing happened - tmti!

Woodward involved his own
company Worldwide Broadcasting
and sunkN2£Lm plus ($655^08)

loan bode. The supervisors can dis-

cuss the identity of individual large

borrowers as well as raise questions

over the amount a bank has lent.

The supervisor can raise that ques-

tion privately. But, counters Mr
Brash, knowing a large borrower’s

identity simply puts the supervisor

in the awkward position of being
the ultimate arbiter of credit risk.

Similarly he denies suggestions
that the new system relies too
heavily on credit ratings issued by
agencies such as Moody’s or Stan-

dard & Poor’s. Banks must publish
their rating as part of their quar-

terly statement and disclose the

absence of a rating as well. They
will thus in effect have to comply
with standards on, say capital ade-

quacy, imposed by the agencies.

Mr Brash turns out to be a great

fan of these organisations. They
have a strong incentive to get their

judgments right, he says, or their

reputations will collapse. They can
also grade a bank, whereas for a
supervisor the issue is black or
white. Conventional supervisors

cannot warn publicly if a bank’s
condition is deteriorating; they can
act rally when it is too late.

International reaction to date sug-

gests the idea of market discipline

appeals more to the economists in

central banks than their profes-

sional bank regulator colleagues.

Cynics might argue that regulators

are more sceptical because many
would became redundant if the new
system took off But, being close to

the coalface, the regulators can also

see the passible pitfalls.

The main one is whether deposi-

tors have the skills to decide
whether an Institution is

trustworthy. It is hard to imagine
Mr and Mrs Smith of Taranaki
scrutinising and understanding the

two-page statement before
opening a savings account.

OBSE R V E R
into a project that would allow his

Kiwi neighbours to hear London
raffing' once again

While the BBC has agreed to pay
the cost of relaying the service by
satellite to Auckland, Woodward is

on his own from there on. He feces

start-up costs of around NZ$450,000

($294*888), and reckons the first

year will cost him some NZ$800,000
($393,185). Hence the advertising,

which he promises will be
‘‘appropriate".

Nor will there be any missed

.
programming

,
thanks to a “magic

box”, designed and built in New
Zealand, which condenses an
hour’s worth of broadcasting into

58 minutes by removing the pauses
in speech. “You just cannot tell the

difference” he says - surely a relief

to some of those politicians who
SOUnd shrill pnnngh even at

normal speed.

Ash hash
Aren't Benson & Hedges' copy

writers playing with fire?

An advertisement currently

running in Germany depicts a
volcano belching thick clouds of

,

smoke, with a caption underneath
to the effect that "Mother Earth
smokes too, after all".

Haw kmg.befbre same passive
smoking borepoints out that

prosdmity toVesuvtos didn’t do the
residents ofPompeii a power-of
good either?

-

Bankers also say that New Zea-
land will be relying on the foreign
ownership of most of its banks to
avoid embarrassing collapses - aH
but two of the country’s banks are
controlled by foreign parents. “Why
this works is all because of the
overseas ownership of the majors."
says Sir John Anderson of National
Bank. “There's very little risk of
anyone failing over.”

Mr Brash admits New Zealand is

to some extent riding on the coat-

tails of regulators in other countries

who are responsible for supervising

the parents of New Zealand banks.

But he says New Zealand would
probably have gone ahead even if

most of its banks bad not been for-

eign-owned with head offices super-

vised by regulators abroad.

Although they expect other regu-

lators to focus on how effectively

the new system disciplines direc-

tors, analysts are not sure bow
exportable the model is.

For example, it is unlikely to be
attractive to countries where depos-
itors are protected by some form of

insurance against loss if their bank
collapses. This puts greater pres-

sure on regulators to supervise
banks more actively since the cost

of bailing out tbe depositors falls on
the government and other banks
which provide the insurance. With
no deposit insurance, the New Zea-

land Reserve Bank is under less

pressure to be the guardian of the

industry's respansibiljty.

But other regulators cannot
afford to stand back and let the

market do its work.

“It’s a basic philosophical issue,"

says Mr Moore of Massey Univer-
sity. “Either you believe tbat a

lender of last resort and deposit
insurance is the way to market sta-

bility. Or you believe to the market
finding its own solution. You can-

not really mis the two."

100 years ago
United States Bond issue

It was stated last night that the
United States Treasury was
already receiving sealed

applications for the new Bond
issue from the public. Market
men were, however, more
interested by the assertion that

these applications are being
received without any deposit

beingasked for. Evidently the
Treasury intends the “stags" to

have a good time, and we are not
surprised to learn that tbe
applications are very numerous.
Assuming our information to be
correct, we can quite understand
the exaltation on the part of
Uncle Sam at' the prospect of

untold gold which awaits him.

50 years ago
Greecefaces disaster

Matters have gone from bad to

worse and have now come to a
head. Commodity prices have
doubled since 1st December and
are now as much as nine times
tbe 30th June level. A 100 per
cent increase in wages has just

been authorised for December to
make the general level five times

what itwas in June. The mam
feeling in the country is one of

disillusionment bordering on
panic. The whole country is

convinced that a foreign loan is

necessary to save the situation

and there is a belief that, thig will

not be granted.
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Banks poised to block reforms
plan at London Stock Exchange
By John Gapper, Banking Editor,

In London

The London Stock Exchange
faces further controversy over
proposals to reform the way in

which shares are traded follow-

ing the abrupt dismissal last

week of Mr Michael Lawrence,

the exchange’s chief executive.

Large investment banks are

now poised to block a choice of

methods for trading shares in the

largest companies in the wake of

Mr Lawrence’s sacking for hav-

ing lost the confidence of the

exchange's 350 members.
The issue will come to a head

with the publication of a consul-

tation document on share trading

reforms which is due out this

week. The document is set to

include the option of a “hybrid”

trading system for the top 350
shares.

However, leading investment
banks that currently act as mar-
ketmakers on the exchange by
offering to buy and sell shares
are likely to insist on a single

method of share trading, rather
than brokers having a choice.

Currently, the marketmakers
commit themselves to quoting
buy and sell prices for the shares
in which they trade at all times.

Mr Lawrence's apparent open-
ness to a hybrid, combining
marketmaking with an “order-

driven" alternative - allowing
brokers to place on screen offers

to buy and sell only those blocks

of shares they want to trade at

that moment - contributed to

marketmakers' distrust.

Some marketmakers disliked a

reference by Mr Lawrence at a

board meeting on November 30 to

adding “bells and whistles" to
the current marketmaking sys-

tem. They felt be was underesti-

mating the impart of a hybrid

trading system.

However, Mr Lawrence is

thought to have been largely con-

vinced by arguments from mar-
ketmakers that a hybrid was
impractical.

A technical specification for

Sequence VI - the exchange's
planned new electronic trading

platform - envisages a purely
order-driven trading system.

The committee deciding on
reforms to coincide with intro-

duction in August of Sequence VI
is now dominated by marketmak-
ers following an intervention by
two leading investment bankers.

Marketmakers fear that profit-

able business would move to the

order-driven alternative while
they would still have to commit
capital to a marketmaking sys-

tem which would be largely used
for the less profitable trading,

reducing their returns.

Some marketmakers may
accept an order-driven system for

the tap 350 shares in the belief

that large investors will still

have to buy and sell big blocks of

shares through them rather than
on order-driven trading screens.

The steering committee to

guide reforms was expanded to

include three marketmakers fol-

lowing an intervention by Lord
Rockley, chairman of Kleinwort
Benson, and Mr Martin Owen,
chief executive of NatWest Mar-
kets.

Hashimoto
Continued from Page 1

judging by calls over the week-
end for a snap general election by
all Japan's leading newspapers.

But despite the public criti-

cism. Mr Hashimoto started to

draw up a new cabinet on the

weekend, in which 13 of 20 posts,

including finance and agricul-

ture. would be from his party.

Mr Hashimoto needs strong fig-

ures in charge of these two min,

istries to fend off opposition
attacks on the allocation of pub-

lic money for the liquidation of

the housing loan companies.

Agricultural co-operatives, big

lenders to the companies, are the
main beneficiaries of the bailout.

One candidate cited by party

officials to succeed the NHFs Mr
Takemura as finance minister, is

Mr Seiroku Kajiyama, an LDP
veteran who helped Mr Hashi-
moto become party president last

September. Mr Murayama will

not seek a job in the new cabinet

Yeltsin’s list

Continued from Page I

Yeltsin to appoint a close confi-

dant who would unquestioningly

implement his views. Some com-
mentators have tipped Mr Dmitry
Ryurtkov, the president's chief

foreign policy adviser. He is

believed to have been a critic of

Mr Kozyrev and has argued for a
more assertive foreign policy.

Despite the assertion that there

would be no change to foreign

policy, the liberal Nezavisimaya
Gazyeta newspaper suggested Mr
Kozyrev 's departure could lead to

a new approach. “It is obvious

that the course which the new
head of the foreign ministry pur-

sues will differ strikingly from
that of Kozyrev," it said.

But western diplomats said the

differences were likely to be
merely cosmetic. They said It was
already evident the Kremlin was
intent on pursuing a more asser-

tive policy. "The change in Rus-
sian foreign policy has already

taken place. It was just that

Kozyrev was unable to articulate

it effectively enough." said one.

High hopes for low-rise

Chinese city of the future
Wuhan development offers solution to housing crisis

By Simon Holberton
In Hong Kong

T aking shape in the north-

ern suburbs of Wuhan, an
industrial city on the

Yangtze River, is an experiment

in public housing which is prov-

ing to be one of the solutions to

China's chronic inner-city hous-

ing problems.

On a 66 hectare site a Hong
Kong property developer is build-

ing low-rise apartment buildings

which, at first sight, would seem
in keeping in a more developed
Asian city. Indeed the compari-

son New World Development
likes to make is with Statin. a
town in Hong Kong’s New Terri-

tories and one of the more desir-

able places to live in the colony.

But while a 55 sq m flat in Sha-

tin costs about HK$2.5m
($323,500). the housing in Wuhan
is for people on low incomes and
costs just Ynao.000 (59.600) for a

similar-sized flat. Known as
amhu (peaceful living) housing,

it is part of a massive effort at

urban renewal in China's inner

cities.

It is also part of a solution to

the reform of welfare and state

enterprises. Large state-run com-
panies in China provide eradie-to-

grave welfare for their employ-

ees. including heavily subsidised

housing. Amhu housing, how-
ever, is Cor owner-occupation.
Companies may make loans to

employees to assist them in the

initial purchase, but thereafter it

is up to the homeowner to main-

tain the property. This relieves

the enterprise of responsibility

for upkeep and. as the amhu
estate will have schools and hos-

pitals. of associated social wel-

fare obligations as well.

“The government can't afford

to subsidise all the citizens who
need housing," says Mr Nam Bin-

Hang, director of housing in

Wuhan. “What is good for the

government and the people is for

foreign investors to come in,

bring in capital, and build some-
thing local people can afford.

“It's the dream of all in Wuhan
to have their own toilet, wash-
room and living space. In old

Wuhan, many have to go to a
public toilet or bath. Our
research shows that people
strongly desire their own
self-contained living space."

At Evergreen Gardens, as the

estate is known, there are nine

different types of apartment
building located on sweeping ave-

nues. When completed in 2000.

the development will house about

60,000 families and contain seven
primary schools, four high
schools, a hospital and a commer-
cial district.

The buildings are no higher
than six storeys because they do
not contain elevators but, that

modern convenience aside, the
fiats are roomy and meet the
city's requirement that people
have at least 8 sqm of living

space each, excluding kitchen,
toilet and hallways,

The project, begun two years

ago. has become a magnet for

officials in charge of housing in

other Chinese cities. “Many cities

from all over China have come to

look at Evergreen Gardens, and
they come frequently," says Mr

Zhang Ke Xiao, director of the

Wuhan municipal urban and
rural construction committee.

New World Development made
its name as a property developer

in Hong Kong, bat during the

1980s expanded on the mainland
into roads, bridges, power sta-

tions and low cost housing.

It is particularly active in
Wuhan, where it has a hotel and
a department store along with

near 50 per cent interests In the

city’s airport, the toll road from
the airport to town, and a toll

bridge over the Yangtze.

The company recently incorpo-

rated a subsidiary, NW China
Homeowner Development, which
will own New World's interests

in low cost housing In China. In a

private placement of shares, New
World raised S215m from foreign

investors which, with the S275m
it put up, gives Homeowner
$490m to invest in low cost inner-

city housing projects.

It has told investors ft can earn
a net return on their investment
of at least 25 per cent because
Wuhan has waived most taxes

and charges associated with

property development.

The company only has to pay
land usage tax of Yn25,0G0 a hect-

are instead of the usual Yn250.000

to YnSOO.OOO. The city has waived
taxes and fees it would normally
charge developers for sewerage,

power, education, and licensing.

In addition, 30 per cent of the

housing built is able to be sold on
the open market at market rates.

A recipient of amhu housing
pays only Yn910 per sq m, while

market rates in Wuhan suggest

the company might be able to sell

the flats for between Yn2,000 and
Yo2£00 per sq m.
But for Wuhan, it is not the

complete solution to its housing
problems. The city’s authorities

estimate they need to build 2.Sm
sq m of housing a year to meet
the demands of renewal and pop-

ulation growth.

Europe today
A front bringing cloud and patches of

freezing rain will move slowly over Poland

and the northern Balkans. Western Europe
will have mild and rather windy conditions.

Storm force southerly winds and heavy rain

will affect western France and the UK. The
temperatures will be higher than the

seasonal average. Regions of eastern

France and the Benelux will have some fog.

Low pressure over southern Italy will cause
rain horn Hungary to western Greece and
southern Italy. Southern Scandinavia will

have a thaw preceded by light snow or ice.

Mountainous regions of the Balkans will

have blizzard conditions. The Ukraine and
northern Russia will stay dry with severe

frost. Spam will be sunny on the east-coast

but rain win move In from the west in Spain

and Portugal.

Five-day forecast
Some mHd air will continue to spread into

western Europe. A strong southerly wind
will bring warmer conditions to western

Scandinavia. It will be windy and wet from

the UK across France and Into Italy.

Eastern Russia win stay cold with

widespread frost, but central Europe will be
noticeably warmer.
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Plus ?a change?
for deciding whether to refor bids to

the Monopolies and Mergers Commis-

sion. Or take the water sector, where

Hie government has backed down and
the strikers have gone back to work: it

is almost as if the wave of social

unrest which brought France to a vir-

tual standstill last month never hap-

pened. Not quite, though: the govern-

ment caved in on the issue of pension

reform, but is pushing through sub-

stantial spending cuts, which, in con-

junction with tax increases, will eat

into France's budget deficit The cost

of the upheaval was that slow growth
turned into decline. The economy is

still digging its way out. and there is

very little chance of achieving the 2A
per cent growth in 1996 forecast by the

govermnent-
Was it worth all the trouble? Defi-

nitely. France still needs pension
reform, but the current system will

not implode for around 30 years - way
beyond most investors' time horizons.

Furthermore, France's problems are

no worse than those of many other

European countries.

Meanwhile, progress has at least

been made on budget deficit reduction.

Slow growth still means that France
will probably fail to meet the Maas-
tricht budget deficit target of 3 per

cent of gross domestic product But
provided it can kick-start the economy
fairly rapidly, it may overshoot by
only half a point or so. This should not

necessarily prevent France from join-

ing a single European currency in

1999.

To achieve sufficient growth even

for that. France needs to cut interest

rates rapidly. Luckily, the German
economy is not in great shape either.

This means that the Bundesbank is

likely to cut rates further in the next

few months, giving the French author-

ities some room for manoeuvre.

US budget debate
The sight of thousands of returning

US government workers following

President Bill Clinton's latest conces-

sions In the disruptive budget debate

should do something to boost investor

confidence. Both the Democrats and
Republicans are now committed to fis-

cal restraint in the farm of a balanced

budget by 2002. Even if they still differ

on how to get there, the gap between

the two is undoubtedly narrowing,
raising the likelihood of an agreement
that would provide a favourable envi-

ronment for further cuts in US inter-

est rates.

Nonetheless, the financial markets
have already written in a sufficiently

rosy scenario that it is hard to see
scope for substantial farther gains.

UK utffittos

Share price and Indices rotative to the

FT-SE-A All-Share Index

True, if there is agreement, it will

remove current uncertainty, so a knee-

jerk rise in bond and equity markets is

to be expected. But with Treasury

bond yields already around the 6 per

cent mark, there is only limited scope

for further improvement Besides, no

agreement on balancing the budget

could be set in stone - any meaningful

change in economic conditions would
make it impossible for future govern-

ments to meet the targets.

In the short term, there are still

considerable risks. Any signs of an

upturn in Inflationary pressure would

shatter current expectations of rate

cuts, undermining both bonds and

equities. And in the lead-up to an elec-

tion. there is plenty of room for nasty

surprises. However, Investors can take

some comfort from history - the

equity market has risen in 10 out of

the last 12 election years.

UK. regulation
According to their critics, privatised

utilities are a gold-mine for investors.

The reality Is rather different.

Although the water and electricity

sectors have handsomely outper-

formed the market since privatisation,

British Telecom and British Gas have
both underperformed by nearly 20 per

cent Nor is this the end of the story:

the further businesses get from priva-

tisation, the more difficult they will

find it to outsmart regulators by pull-

ing cost savings out of a hat. It is hot

surprising, therefore, that investors

are wary of regulated businesses.

What really irks them about regula-

tion. though, is its unpredictability.

The rules are sometimes simply
unknown. During last year's spate of
electricity takeovers, for instance,

everyone would have benefited from a
clearer statement of ministers' criteria

the regulator urges companies to

share unexpected efficiency gates with

customers in return for a vague prom-

ise that good behaviour will be

rewarded at tbe next review. In real-

ity. no one can judge how the regula-

tor will take early payouts to custom-

ers into account.

This is not the only area where the

water regulator lias tils own approach.

Unlike his peers, he thinks special div-

idends should be matched pound for

pound with payments to customer*.

And he wants companies to list some

of the shares in their regulated busi-

ness when they become part of a big-

ger group. In both cases, water compa-

nies are subject to rules which other

companies are not - simply because of

the beliefs of an individual.

The fact that rules vary between

industries, even vvheo the same issue

is at stake, serves to remind Investors

that rules may last for only as long %
regulators hold their jobs - and some-

times not even that long. The electric-

ity regulator's dramatic volte-face last

year is a case in point. Tbe Labour

party's proposed windfall tax is

another. And the government’s alter-

native to a windfall tax - nabbing a

big chunk of the value of the National

Grid for customers - was another.

The worst uncertainly of all is that

the regulatory regime could be rewrit-

ten from scratch. The gas regulator is

already consulting on the idea of shar-

ing unexpected profits with customers

for British Gas's TransCo business.

And the Labour party would like to

apply this wheeze more generally.

Profit-sharing in this way is a bad

idea because it reduces the incentive

to cut costs, which is the only way to

benefit customers in the long run.

Moreover regulators now have years

of experience of price regulation undo1

their belts. A new system would
simply provide utilities with lots

of new opportunities to evade
them.
Root-and-branch upheavid is not the

way to make regulation work better. A
more promising step forward would be

a clear set of cuuunon basic principles,

agreed between the regulators and

designed to outlive any individual.

The results - more consistency. stabiV-

1

Sty and an end to reinventing the

wheel at every price review - would

be good news for investors. By redw-
ing regulatory risk, and hence the cost

of capital, it should benefit customers

too.
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